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keep supervisors and other operating executives currently informed on 


the latest management techniques. 
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Free Enterprise vs. Authoritarian Planning 


NE OF the outstanding develop- 
ments of our time has been the 
world-wide increase of government 
control and direction of economic life. 
From the gradual socialism of Great 
Britain to the planned economy of 
Soviet Russia the area of free markets 
has shrunk or vanished. Belief is com- 
mon that even the postwar resurgence 
of free enterprise in the United States 
is but temporary. We do not know 
whether this country will successfully 
resist the rising world tide of state 
socialism and related forms of economic 
centralism. In periods of rapid social 
change the participants have seldom 
well understood the forces at work or 
clearly foreseen the consequences. As 
prophets we may fare no better. 

In Western nations the most persua- 
sive teachers of collectivism have not 
been its advocates but men who have 
been permitted through association to 
achieve monopolies and, above all, men 
who through tariffs, subsidies, strong 
trade unions, favorable franchises, or 
price-fixing have shown that the -help 
of the state can be successfully invoked 
to increase their own incomes. Unfor- 
tunately, most such uses of the power 
of government, or of state-encouraged 
private monopoly, tend to win for the 
beneficiaries more income for less serv- 
ice. Thus, while more and more groups 
look to the state, or to monopoly fos- 
tered by the state, to raise the level of 
their incomes, most of the measures 
adopted to this end impede the pro- 
duction of the economy as a whole. 

One readily sees the mote in his 
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brother’s eye, but it is harder to recog- 
nize the beam in his own. When in the 
early thirties the New Deal paid 
farmers to kill little pigs and to plough 
cotton under, the managers of great 
corporations knew that this action was 
economically unsound. Yet some of 
these managers found it necessary to 
shut down plants rather than sell their 
outputs for the low prices they would 
then bring and looked to tariff protec- 
tion to keep the consumer from buying 
foreign goods at those low prices. 
Farmers, who asked the state to help 
them restrict production and raise their 
prices, saw clearly that government 
commissions should reduce the rates 
charged by railroads and public utili- 
ties. Labor ‘eaders and _ self-styled 
liberals have often denounced the Na- 
tional Association of Manufacturers or 
other associations of business for blind 
opposition to legislative reform, yet 
William Green and Philip Murray are 
reported recently to have taken the 
attitude before the Senate committee 
for labor legislation that any attempt to 
legislate on labor is an unwarranted 
assault upon labor’s rights. Each spe- 
cial interest urges that the general 
welfare will be served by exercising the 
power of government in its behalf. 
Although so-called liberals have long 
regarded individual selfishness as some- 
thing to restrain, they have made it the 
fashion to encourage and to sanctify the 
selfishness of groups. But there seems 
little ground for the current faith that, 
by organizing more and larger eco- 
nomic groups, a just and _ efficient 
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working balance can be achieved among 
them. The gravest risk to which we 
are exposed is that these pressure 
groups are in process of acquiring 
strength so great that only an omnipo- 
tent state will have the power to 
discipline them. 

Some Americans, who are impressed 
with the production records of the 
Soviet and Nazi dictatorships and with 
cur own output during the recent war, 
believe we should vote our government 
oficials a mandate to undertake a 
planned economy. These persons 
should pause to reflect that only in time 
of war, or of preparation for war, has 
any advanced industrial state success- 
fully operated a planned economy. And 
in démocratic countries, even in war, 
numerous organized groups pressed 
their own interests at the expense, and 
sometimes at the peril, of their country. 
Given this behavior even in war and 
given the complexity of the economy 
of an industrially advanced country, the 
substitution in peacetime of the judg- 
ment and authority of a central board 
for the decisions hitherto determined in 
competitive markets would seem im- 
possible. 

Judgments differ as to whether a 
government that undertakes to manage 
the economic life of a complex in- 
dustrial nation can maintain political 
democracy. Reasonable inference from 
general principles, from current experi- 
ence, and from history is that it cannot. 
It is partly a matter of what kinds of 
control the state attempts to exercise 
and partly a question of extent of the 
area over which authority displaces the 
free market. It would seem essential 
to freedom that the open market be 
preserved over the larger part of the 
economy as the only method of setting 
standards of value and of efficiency and 
of providing incentive for improvement. 
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The transfer from business to politics 
of the entire struggle for power and the 
fruits of power bodes ill for both effi- 
ciency and freedom. A _ controlled 
system, to guarantee the necessary 
minimum of efficiency, must concen- 
trate great power in the hands of a few. 
Mistakes will be made, and the remedy 
is reasonably certain to be further regu- 
lation and greater concentration of 
power. 

To plan centrally for a more abund- 
ant life for all the people would be 
either to suppress discussion or to start 
an endless argument. If at every step 
the planners should submit their deci- 
sions to the verdict of the market and 
revise their plans accordingly, the 
master-plan would not be a plan in the 
sense contemplated by its advocates. 
If the plan were carried through 
irrespective of popular and minority 
preferences, a degree of coercion in- 
compatible with democratic govern- 
ment would be required. 

Most business men probably share 
these misgivings concerning the collec- 
tivist trend of our times. Some of you 
who do may have been cheered by the 
widespread antipathy to wartime con- 
trols and the consequent speed with 
which they were removed. You may 
also have found comfort in the outcome 
of last November’s congressional elec- 
tion. This did mark a defeat for the 
party of the New Deal and of wartime 
controls. But much of the Republican 
program is similar in principle to the 
New Deal. Republicans propose to do 
the same things better. Thus far there 
is not enough evidence of a disposition 
of either party or of the American 
people as a whole to renounce the Santa 

Claus conception of government. Capi- 
talists and corporate managers are less 
powerful than in the twenties, but it is 
not clear to what extent they are wiser 
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of ate régenerate in spirit. Organized 
labor has risen tremendously in power, 
and some of it has been behaving as 
irresponsibly as the more ruthless of 
the industrial captains of a generation 
ago—and more dangerously to the 
general welfare. 

Some allege that the superior effi- 
ciency of large-scale production has 
made monopoly inevitable. In some 
segments of transportation, communi- 
cation, and power this appears to be 
true, at least in certain stages of their 
rapidly changing technologies. But in 
most fields technology has not required 
the development of corporations as 
large as those which have become pre- 
ponderant in numerous markets. Nor 
have the needs of the workers for 
self-expression necessitated such great 
concentrations of power as numerous 
industry-wide labor unions, under the 
fostering care of government, have 
lately attained. But, now that these 
corporate and labor giants are here, 
even the prevention of their further 
growth is a major task. And the job 
of whittling them down to size will 
require a liberal insight, faith, and 
disinterestedness on the part of millions 
of voters and a wisdom and sustained 
courage on the part of public men 
beyond anything there yet seems reason 
to expect. 

New developments such as atomic 
energy may force us to accord to public 
bodies hitherto undreamed-of economic 
powers. The actions of shortsighted 
or irresponsible pressure groups may 
some day precipitate an economic de- 
pression so deep as to produce an elec- 
toral majority for state socialism. 
Should this happen, the crucial problem 





may come to be that of finding the 
courage and the means to defend civil 
liberties against arbitrary actions by-a 
powerful state. 

What we need most of all isa theory 
of appropriate state action to improve 


the rules of the game. Most govern- 


_ment is by nature central planning. 


But there is great difference between 
enforcement of general laws, analogous 
to rules of the game or to traffic regu- 
lations, and saying who is to play or to 
travel and where, when, and how. 

Take, for example, the field of 
monetary-fiscal policy. In this our 
government has gone on for genera- 
tions taking ad hoc action from day to 
day until our monetary structure and 
federal tax, spending, and debt arrange- 
ments are a bewildering hodgepodge. 
Here is our chance par excellence to 
prove that a democracy can plan. If, 
in the monetary-fiscal field which is 
peculiarly its own, our government can 
formulate and administer a few definite, 
understandable rules favorable to sat- 
isfactory levels of business activity, it 
will thereby lessen the occasion for its 
intervention in details. Only an intelli- 
gently selective and economical use of 
bureaucratic power can save enough 
areas of free market to protect basic 
civil, political, and cultural liberties that 
we cherish. The job would be difficult 
enough if all men were dedicated to 
these values. But today the values 
themselves are challenged by dictator- 
ship abroad and by militant minorities 
at home. 

By GarFIELD V. Cox. The Journal 
of Business of the University of 
Chicago, April, 1947, p. 59:8. 





e AT THE PEAK of the war effort, says a Twentieth Century Fund survey, the 
United States accounted for nearly 45 per cent of the armament output of all 


belligerent nations. 
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Make Your Price Changes Count 


RICE will be the dominant topic 

for the remainder of 1947. As 
usually happens, a few manufacturers 
will gain a decided competitive advan- 
tage by their price readjustments. The 
vast majority will gain no competitive 
advantage whatsoever. 

The practice of price realignment is 
an art. Those who are past masters 
at it pick up a competitive lap when 
they announce a new price schedule. 
The rank and file seldom get more 
out of a price change than maintenance 
of their competitive status. 

Henry Ford was, without question, 
master of this art. He knew when to 
announce a price change, how much it 
should be, how to dramatize it, and how 
to squeeze the last bit of publicity 
value out of it. 

Whether the manufacturers who 
made recent drastic price cuts are 
similarly astute is a moot point. One 
company’s price reduction was, for 
example, poorly timed because the 
firm’s products were in short supply. 
It wasn’t a substantial enough reduc- 
tion. In fact, some dealers in the com- 
pany’s products insist it wasn’t a price 
reduction at all, and, of course, the 
firm’s competitors make the same 
claim. It’s been so generally labeled 
“phony” that it may be said to have 
backfired ! 

That manufacturer’s price cut was 
not unique in meeting such a fate. 
Another company’s announcement has 
already misfired for much the same 
reasons, and indications are that still 
another is headed in that direction. 

Of course, there is more than a 
probability that at least one of these 
price announcements was made as a 
political rather than a merchandising 
move, since it was primarily intended 
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to produce an effect on suppliers and 
labor. 


There is a tendency, on the part of 
some manufacturers, to ape the “big 
boys.” Those who do so are unwise. 
Here’s why: 

1. The public has an exceedingly keen 

interest in prices. Don’t toy with that. 
It’s dangerous ! 

z The public’s memory is short. Politi- 
cians know that. Don’t make a “token” 
price reduction “just for effect.” It 
will have precious little effect, and 
what it does have will quickly be dis- 
sipated and forgotten. 

3. You can’t fool competition. A phony 
price reduction is an invitation to com- 
petition to take a few roundhouse 
swings in your direction. This invita- 
tion won't be turned down! 

4. Distributors, both wholesale and retail, 
are being tormented by public pressure 
for price realignments. They won't 
thank you for playing around with 
prices while they face the music. 

Manufacturers should consider the 
price situation realistically. There is 
a common tendency to separate price 
and quality. Actually, they can’t be 
separated, because they are one and 
the same thing. 

A price reduction on an item that 
has severely depreciated in quality will 
not stimulate volume. Retailers dis- 
covered that. In furniture, for ex- 
ample, markdowns of as much as 50 
per cent failed to move “borax” that 
never should have been made. 

The public doesn’t expect miracles. 
It isn’t anticipating an abrupt return 
to 1940 price and quality standards. 
As a matter of fact, if a manufacturer 
were to announce a new line priced 
at 1940 levels and with 1940 construc- 
tion specifications, the public wouldn't 
believe him. 

On the other hand, if a manufacturer 
plans to make a price reduction, it 
would be just common sense to plan 
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a worthwhile reduction. A cut of from 
3 to 5 per cent, for example, will hardly 
whip up a lot of enthusiasm! 

The retailer, as always, is in a posi- 
tion to give a line an extra boost. In 
some instances, the retailer’s willing- 
ness to push a line is tempered not 
only by the usual considerations of 
normal times, but also by the current 
discount and term policy of the manu- 
facturer. Thus, some well-known table 
electrical appliances are being kept 
“under the counter” in many stores 
because the retailers insist they can’t 
earn a profit on the permissible mark- 
up of 32 to 36 per cent. In other 
instances, retailers are “burying” lines 
because the cash discount has been 
eliminated. The subject of discounts, 
terms, markups is being agitated by 
distributors. There is no reason to 
doubt that, within a year, retailers will 
be receiving prewar discounts, terms, 
markups on most lines. A real battle 
is shaping up on this front. The sub- 
ject is distasteful to many manufac- 
turers—understandably. But in the 
jockeying for competitive position that 
has already begun, some manufacturers 
will win considerable benefits by astute 
handling of this problem. 

In one field after another, a manu- 
facturer will “pull a surprise” with a 
new pricing policy. This happened 
regularly before the war. It will be 
necessary to become accustomed to 
these upsets again. What’s more, it 
will be necessary to formulate policies 
in advance to meet these contingencies. 
And it will be vitally necessary to get 





out of the wartime habit of ignoring 
such developments. 

The home office will be hearing with 
mounting frequency from its salesmen 
concerning pricing problems. Sales. 
men, by and large, have completely 
forgotten what-it means to sell against 
price competition. Their complaints 
should ‘not be ignored, but neither 
should they panic the home office. 

Inasmuch as the factors affecting 
pricing vary in each industry, it is im- 
possible to lay down any broad pro- 
gram for all industry. The following, 
however, are some general guide lines: 


1. Don’t overstay your present price 
structure. That’s equivalent to over- 
staying a bull market—and you know 
what that means. 

2. On the other hand, don’t try to gobble 
up all competitive advantages in one 
swoop by making a giant slice in prices, 
The public will promptly become sus- 
picious of quality; the trade will be- 
come resentful because you'll knock 
down the value of retail inventory and 
hurt it in other ways. 

3. Price cuts based on further quality 
deterioration will backfire. Price cuts 
alone, in fields where quality is atro- 
cious, won’t help. It will require nice 
judgment to determine how much of a 
drop in the dollar figure plus how 
much of an improvement in quality 
will blast away buying resistance. 

4. Radically new or improved items aren't 

moving too well. One reason is that 

retailers shy from them because, they 
claim, these new items make old stock 
unsaleable. If you have a “dream 
model come true” it might be better to 
bring out the improvements in stages. 

If you have a quality and price story 

to tell—tell it. Tell it to the trade. 

Tell it to the public. And continue to 

tell it, month after month. 


Grey Matter, May, 1947. 


ul 





e SOMETHING NEW in labor relations became a reality when 381 employees 
of Botany Mills, Inc., Passaic, N. J., received diplomas after attending classes 
in a labor-management school conducted jointly by the company and the CIO 


Textile Workers Union. 


The necessity to national welfare of insuring an 


“understanding of the mutual rights of labor and management” and of re-establish- 
ing “the human factor as an important element in industry” was stressed by 
representatives of the company and the union. 
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—New York World-Telegram 5/28/47 
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America's Needs and Resources 


MERICA is fully equipped to 
outdo even her wartime produc- 
tion record in the decade 1950 to 
1960, according to a Twentieth Cen- 
tury Fund survey,* which indicates 
that if we can continue our past rate 
of growth through the next decade we 
can provide our people with still more 
goods and services than at the war- 
time peak,** with less hours of work. 
The survey measures past accom- 
plishments and estimates future output 
and needs in virtually every part of 
our economic system. Some outstand- 
ing findings and conclusions may be 
summarized : 


1. America’s sensational achievements of 
the past are measured by figures which show 
that the net output of our economy was 27 
times larger in 1944 than in 1850, turned out 
by a labor force only 8%4 times greater and 
working only 47 hours a week instead of 70. 
Our total national income (or net output of 
all goods and services) produced in 1944 was 
$161 billion as against $6 billion for 1850 in 
terms of 1944 prices. 

2. This enormous increase in output raised 
the income of the American people—averag- 
ing men, women and children—from around 
$270 per person in 1850 to about $1,170 in 
1944, 


3. Gross national product, or the total of 
all goods and services produced in this coun- 
try, can well reach $177 billion in 1950 and 
$202 billion in 1960, if we operate our eco- 
nomic system at levels as high as we attained 
during the last half of the 1920’s. The 1960 
figure is higher than our wartime peak out- 
put of $200 billion in 1944, and indicates that 
we are easily capable of a national output 
in 1960 that is nearly three-fifths higher than 
our last prewar year, 1940; and 88 per cent 
higher than our “boom” year of 1929. All 
figures are in terms of 1944 prices. 


4. Jobs would show a total of 57 million 
in 1950 and 60.2 million in 1960. These esti- 
mates allow for about three million unem- 
ployed in each year, and they compare with 


— employment of about 47 million in 


* America’s Needs and Resources. By J. Frederic 
Dewhurst and Associates. The Twentieth Cen- 
tury Fund, New York, 1947. 812 pages. $5.00. 

sig Consumers actually received more goods and serv- 
ices at the wartime peak than they did in pros- 
perous 1941, the survey indicates. 
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5. The average workweek probably will go 
down to 41 hours in 1950 and 38 hours in 
1960, as compared with an average work- 
week of 43 hours in 1940 and over 47 hours 
in 1930. 

6. Output per man-hour of work, due 
largely to the tremendous amounts of ma- 
chinery and mechanical power with which 
America backs up its workers, may well in- 
crease by 18 per cent or more during the 
decade of 1950 to 1960. This figure repre- 
sents the average increase of all the decades 
between 1850 and 1940. Today, when an 
American works one hour he produces more 
than a worker anywhere else on earth or at 
any other time in history. 

7. All these estimates show probable de- 
mand and indicate what our future activity 
may be if based on actual performance in the 
past. If estimates are based on “needs,” fig- 
ured as to how much more output would be 
needed to supply every living American with 
minimum standards of health and decency in 
food, clothing, housing, medical care, educa- 
tion, and other goods and services, gross 
national product would be 13 per cent greater 
than the 1950 estimates, and 8 per cent greater 
than the 1960 estimates. 

8. Possibilities for more jobs and still 
higher business prosperity in the decade are 
indicated by the margin of still-unsatisfied 
minimum needs, so that if those needs—and 
those markets—are met, gross national prod- 
uct would go from the estimated $177 billion 
to $200 billion in 1950 and from $202 to $219 
billion in 1960. 

9. Far from being “mature” or “dead,” the 
American economic system is a dynamic, 
growing thing. It holds possibilities for capi- 
tal expenditures for starting new businesses, 
for producing such capital goods as new fac- 
tories, stores, new school buildings, new hos- 
pitals, highways, railroads and transportation 
systems, probably beyond our capacity, so 
that a vast area for still greater expansion 
lies in the future. 


GOVERNMENT EXPENDITURES 


Total expenditures of national, state, 
and local governments in 1950 (ac- 
cording to this survey’s estimates) 
will exceed $45 billion—nearly four 
times the dollar amount spent in 1929, 
2% times the 1940 total. When com- 
parisons are made in dollars of con- 
stant purchasing power, the “real” 
advance in government costs—though 
much less striking—is still about twice 
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as large as the rise in gross national 
product. 


PRODUCTIVITY 


Backing: up manpower with machine 
power is the secret of America’s spec- 
tacular achievements in both wartime 
and peacetime production. The report 
shows that in 1944 we turned out 
nearly 27 times as much in goods and 
services as we did in 1850, with a 
labor force only 8% times as large but 
using 343 times as much mechanical 
energy. 


MEETING FUTURE NEEDS 


To provide higher standards for 





housing, education, and medical care, 
and to meet other anticipated con- 
sumer requirements, capital expendi- 
tures—both public and _private—of 
$34.5 billion in 1950 and $37.9 billion 
in 1960 will be necessary. 

The survey concludes that our esti- 
mated labor force of 60 million jn 
1950 and 63.4 million in 1960, added 
to our productive resources, make it 
amply possible for this country not 
only to produce enough to meet its 
total estimated needs, but also to pro- 
vide a substantial margin for expan- 
sion and continued rise in output for 
our entire economic system. 


Preparedness Plan 


U. 


MILITARY agencies are quietly pushing an “emergency” industrial 
e mobilization plan on a scale never before attempted in peacetime. 
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The aim is an up-to-date, workable war production program to be kept handy in case 
of big trouble. Many phases of this preparedness project are already functioning. 
Others are being roughed out by the nation’s top military and industrial strategists. 

Nhat these men are planning is significant for business men the country 
over. The charts they’re plotting will help decide where many new plants will 
be built and what they’ll make. It will affect the jobs of thousands of workers, 
the elements of competition in mining, marketing, and manufacturing. 

This mobilization job heads up in the Army-Navy Munitions Board, a 25- 
year-old but little-known liaison commission whose responsibilities have multiplied 
in the months since VJ-Day. 

The A.N.M.B. is tackling its preparedness planning on a fourfold scale: 


1. It’s writing a volume specifying how your business will be run if war 
comes. This manual will set forth a system for re-imposing the elaborate 
materials, priority, and manpower controls of the late war, brought up- 
to-date by new developments. 

2. It’s actively in the market for strategic materials to add to the Govern- 
ment’s emergency stockpile. The board has been given $100 million to 
spend for metals, minerals and fibers this year. It hopes to buy and store 
$1.8 billion worth of such materials by 1951. 

3. It’s coordinating the equipment purchases of the Army and Navy. While 
Uncle Sam’s military buying may not seem impressive now, when the 
services are still living in part off surpluses from the recent war, the 
“take” may grow larger in the future. The A.N.M.B. wants to standardize 
weapons and supplies for both agencies and purchase them in quantity 
to save money. Volume procurement of food and lumber is already 
integrated; the board is working on joint purchase of textiles, clothing, 
footwear, and petroleum products. 

4. It’s keeping a watchful eye on federal import and export policies. It’s 
voice is heard on State Department foreign policy committees, and in 
the export-licensing pow-wows of the Commerce Department’s Office of 
International Trade. 


—Et.is Hatter, in The Wall Street Journal 4/30/47 
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Where Must the Price Readjustments Come? 


UST AS security prices are unable 

to move indefinitely in one direc- 
tion, so a rise in commodity quotations 
must eventually reach a limit. There 
are indications that this limit has been 
reached, and passed, within recent 
weeks. All the standard indexes of 
commodity prices have been declining 
since March or early April; a number 
of individual items have fallen by 10 
per cent or more from their 1947 peak 
levels. Among the more important 
commodities included in this list are 
corn, rye, flour, lard, butter, coffee, 
steers, hogs, hides, cotton cloth, silver 
and steel scrap. 

Further downward adjustment of 
commodity quotations is both likely 
and badly needed. Prices are un- 
doubtedly too high in relation to those 
prevailing in the past, and in a num- 
ber of lines—notably non-durables— 
they have risen enough to exert an 
adverse influence on demand. 

Another important consideration in 
this connection is the fact that the 
price rise experienced in recent years 
has been badly unbalanced. Some 
prices have not risen at all from pre- 
war levels; other prices have doubled, 
tripled, even quadrupled. Farm prod- 
ucts, foods, building materials, and 
some textiles have been among the 
leaders. 

Since many of the items that enter 
importantly into the average individ- 
ual’s cost of living have experienced 
the widest advances, the consumer has 
seen his real income decline sharply. 

In the numerous industries whose 
raw material costs have risen more 
sharply than the prices of their fin- 
ished products, profit margins have 
been squeezed to such an extent as to 
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constitute a potential or actual deter- 
rent to production. This is illustrated 
by Bureau of Labor Statistics data 
showing that raw material prices rose 
by 130 per cent from 1939 to April 
26, 1947, against advances of 88 per 
cent for semi-finished products and 75 
per cent for manufactured goods. 

During the same interval, the BLS 
all-commodity index (1926=100) rose 
90 per cent, but farm products were 
up 172 per cent, foods 128 per cent; 
other items showed advances of only 
62 per cent. 

This is a decidedly different show- 
ing from that made during World 
War I. From 1913 to the 1920 monthly 
peak, all commodities rose 140 per 
cent; farm products were up 138 per 
cent; foods up 135 per cent; and- 
other commodities advanced 149 per 
cent. 

Thus, the present rise in farm prod- 
ucts has been approximately 25 per 
cent greater than the earlier one, 
foods have duplicated their 1913-20 
performance, but other products have 
advanced less than half as much as 
they did in the 1913-20 period. 

This is the most important and most 
striking area of disparity in price per- 
formance. The disparity will probably 
be narrowed over the next year or so, 
but it is unlikely to be completely 
eliminated despite the prospect of 
bumper crops, because of heavy export 
demand for farm products and the 
workings of the government’s price 
support program, which does not ex- 
pire (under present laws) until the 
end of 1948. It does not seem likely 
that the American farmer even then 
will be left entirely at the mercy of the 
law of supply and demand. 
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Among the seven major sub-groups 
(excluding “miscellaneous”) making 
up the non-farm, non-food category, 
there are other discrepancies. Textile 
and building material prices have each 
advanced by 97 per cent since 1939, 
but fuel and lighting materials have 
gone up only 42 per cent (against 242 
per cent 1913-20) and metals and 
house-furnishings only 49 per cent 
each. 

In a broad sense, and on a reason- 
ably long-term basis, it may be antici- 
pated that the commodities which have 
shown the greatest advances will suf- 
fer the sharpest declines. But it can 
by no means be assumed that prewar 
price relationships will be reestab- 
lished. There are a host of factors 
acting to prevent this. One which is 
always at work, but which in many 
cases was accelerated by the war, is 
the substitution of one product for 
another. 

Increased industrial production and 
national income and, in some cases, 
larger export requirements have caused 
the demand for practically all products 
to rise above prewar levels. But 
whereas the supply of steel, light 
metals, foods, and machine tools has 
increased, it is more difficult to obtain 





cotton, vegetable oils, copper, lead, 
and tin. 

Another factor is the change in con- 
sumer spending habits due to wartime 
shortages (a temporary influence) and 
the redistribution of earning power 
within the population, with farmers 
and organized labor improving their 
relative position at the expense of the 
remainder of the population. 

The ultimate effect of this develop- 
ment on the prices of various com- 
modities is not clear even now, but 
so far it has increased the demand for 
food, clothing, and other non-durables, 
partially because of the short supply 
(until very recently) of consumer 
durables. 

A final very significant influence is 
the variation from one industry to 
another in the extent of the rise in 
production costs. If there should be 
a sharp deflation in the general .price 
level, this factor would temporarily 
affect profits rather than prices, since 
such a development always leads to 
price cuts regardless of costs, but in 
the long run there must be a close 
relationship between cost and price. 


Financial World, May 14, 1947, p. 
333, 


Company ‘Who's Who” Enlightens Public and Employees 


by omg to the offices of Booz, Allen & Hamilton, in New York, Chicago 
and Los Angeles, are invariably interested in a looseleaf volume, on a table 
in the reception room, each page of which features a thumbnail sketch and photo- 


graph of a staff member. 


Highlighted are the educational, professional, and 


business history and the duties within ihe organization of every employee of this 
management consultant firm, from the senior partner on down. 

The book is effective in acquainting prospective clients with the caliber of the 
organization’s personnel, in documenting for clients the experience individual staff 
members place at their disposal, and in informing new staff members about their 


co-workers. 
to about 250 words of biography. 


Photographs are 4” x 5”, with the remainder of each page devoted 





¢ THE H.C.L.—Moderate income families in large cities today must devote 
approximately 42 per cent of their expenditures to food as compared with 35 per 
cent in 1935-39, reports the NICB. Farmers now receive prices averaging 218 


per cent higher than in August, 1939. 
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—Commerce 6/47 
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What's Wrong with Organization Charts? 
By P. H. LITTLEFIELD 


Vice President-Treasurer 
Canada Dry Ginger Ale, Inc. 


ISCUSSION of organization 

charts is heavily weighted with 
positive arguments. It would appear 
that an enterprise of any size or com- 
plexity is deficient in at least one re- 
spect if it does not have a chart which 
graphically portrays the schematic de- 
sign of its organization. In view of the 
many benefits attributed to organiza- 
tion charts, it is surprising that so 
many companies do not take advantage 
of the help presumed to be derived 
from studies of organization and a pic- 
torial presentation of the divisions of 
the organization. 

Lack of enthusiasm for this “tool of 
management” may be due to errors or 
misconceptions in the use of organiza- 
tion charts, or faults and limitations in 
the charts themselves. An organization 
chart will not do all that is claimed for 
it, and recommendations for its use on 
the basis of benefits which it is un- 
realistic to expect are distinctly harm- 
ful. The attempt to show by a static 
line diagram the nature of an organiza- 
tion which is dynamic and changing is 
of interest principally because it just 
can’t be done. A few questions will 
point out the limitations of charts and 
why, under some conditions, they could 
be more harmful than helpful : 

Are most organization charts a com- 
promise with practice? 

Is there any theory or practice of 
organization that can be expressed by 
means of a chart and in no other way? 

Can an organization chart depict the 
complex relationships between individ- 
uals, which are the substance of “or- 
ganization” ? 
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Does the existence of an organization 
chart lead to complacency about or- 
ganization problems? ' 

Will acceptance of an organization 
chart result in unwarranted rigidity in 
organization practice? 

Are organization charts kept up to 
date? 

It seems fair to conclude that an or- 
ganization chart has definite limitations 
when it is first drafted and is of de- 
creasing value from that time on. It 
is incorrect to assume, or to leave any- 
one with the impression, that a chart 
can describe the way in which an or- 
ganization works or portray the many 
degrees of relationship between parts 
of the organization or between individ- 
uals, or that problems are discussed 
and decisions reached always according 
to conventional lines of authority. It 
is obviously wrong to advocate the de- 
velopment of an organization chart 
with the understanding that the chart 
will of itself overcome existing organi- 
zation difficulties. 

If there is so much wrong with or- 
ganization charts, and if it is a mild 
form of intellectual dishonesty to plead 
the need for them in cases where or- 
ganization problems need solution, is 
there anything to be gained from the 
preparation of a diagrammatic scheme 
or picture of an organization? The an- 
swer is a very definite “Yes.” The 
advantages of developing an organiza- 
tion chart in any company and at any 
time result from the study of the or- 
ganization which is entailed. The 
chart in its tentative and final form is 
merely an incomplete, single-dimension 
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diagram of conclusions drawn from 
discussion and study. "i 

The real value of chart-drawing, in 
addition to its use in discussion about 
organization, lies in testing organiza- 
tion suggestions, in emphasizing the 
complex nature of organizational rela- 
tionships, and in dramatizing the fact 
that a relatively simple, clearcut or- 
ganization pattern is more readily de- 





picted than one which is complicated 
and cumbersome. If a series of gen- 
erally accepted principles of good or- 
ganization existed, the use of charts 
might aid in testing an organization by 
those principles. The advantages of a 
smaller number of subordinate individ- 
uals over a greater number can be em- 
phasized by graphic presentation. The 
advantages and disadvantages of spe- 
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‘ated | cialized responsibility, compared with another picture, are shown in Charts I 
gen- | the general management type of _or- and II.* 

-or- f| ganization breakdown, can be described The faults of Chart I as a picture of 
arts | through a diagram more easily than organization are obvious. Moreover, 
1 by | without such an aid. Relationships be- if the picture is anywhere near descrip- 
ofa | tween individuals, in cases where con- tive of the situation, the organization 
vid- | flicts between authority of knowledge needs study. Chart II shows different 
em- | and authority of position exist, can be relationships. While the second chart 
The | shown diagrammatically and in that cannot describe how the organization 
spe- way are more readily considered. works, it is better than the first chart 


Since the use of organization charts 
is merely a “trick of the trade” in ad- 
vancing the cause of better manage- 
ment practices, the diagrams with solid 
lines and squares, dotted lines, circles, 
and colored lines should be tagged with 
their faults as well as with their vir- 
tues. An illustration of the limitations 
of an organization chart, and an at- 
tempt to overcome the deficiencies by 


by the contribution it makes to discus- 
sions and decisions about the organiza- 
tion itself. 


Chart-making should be developed as 
a device to reveal the good and bad 
practices in existing or suggested or- 
ganizations. Charts are merely a means 
to an end. 


* These charts are incomplete and are used only for 
illustrative purposes. 





Industry's Views on Price Reductions 


omer reductions in 1947 on certain items or lines of products were reported on 

one of every five of the 5,742 returns received from a questionnaire sent to the 

16,000 members of the National Association of Manufacturers in mid-April. 
Asked “Have you made any reductions in your prices, effective this year?”, 


1,194 companies, or 20.8 per cent, answered “yes.” 
the exception of 98 concerns that gave no answer. 


The remainder said “no,” with 
Those which answered “yes” 


were referring to one or more items or lines, and not to all the products of the 


company. 


Affirmative replies on price cuts were especially prevalent -in the leather and 


shoe field, where 44 per cent said they had made some reductions. 


Also high on 


the list of affirmative answers were the food and beverage industry, the textile 


products field, and the rubber industry. 


In these groups, almost a third of the 


companies specified items on which prices had been cut. ‘ 
Only a small proportion of the returns indicated any lowering of prices in the 





cement, glass, and clay products field. The same situation prevailed in iron and 
steel, machinery and heavy equipment, and oil and coal products. The results were 
approximately “average” in the automobile industry, lumber, furniture, pulp and 
paper, and chemical products. 

Some companies stated they could increase prices 10 per cent or more with 
no criticism from customers but are not doing so. They consider this policy 
equivalent to voluntary price reduction. Numerous manufacturing concerns pointed 
out that while they have not increased prices, they cannot reduce them at this time. 

Factors cited as the major obstacles to price reduction at the present time 
were: uncertainty of material supplies and costs, by 75 per cent of the respondents ; 
uncertainty as to future wage costs, by 58 per cent; low labor efficiency, by 43 per 
cent; subnormal profit margins, by 26 per cent; “runaway demand,” by 6 per cent; 
other factors—such as taxes, tariffs, black markets—by 10 per cent. 
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e IN 1800 there were only 335 profit-seeking corporations in the United States, 
reports The Twentieth Century Fund. Turnpike, bridge, and canal companies 
comprised two thirds of the total; banks and insurance companies made up the 
other third. Manufacturing was represented by only six corporations. 
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Company-Union Committee Evaluates Office Jobs 


ONVINCED that employee job 
satisfaction, and hence high pro- 
ductivity, can be achieved only through 
a sound job evaluation program and 


that this, in turn, can be established 
only through close union-management 
cooperation, the industrial relations de- 
partment of Alexander Smith & Sons 
last year began formulation of a job 
evaluation plan suitable to a carpet mill. 
The clerical department, with 159 dif- 
ferent jobs and about 270 employees, 
was selected for a case study. 

The job ranking and classification 
systems of evaluation, when checked 
against the company’s specific needs, 
were judged too unscientific in their 
approach. While both factor compari- 
son and the point system met this ob- 
jection, the former was considered too 
complicated to be successfully ex- 
plained to employees. Management be- 
lieved that full worker understanding 
and cooperation was essential to suc- 
cess. Thus the point system was 
chosen .as the simplest and most likely 
to succeed. 

In the selection and weighting of job 
factors that covered all 159 clerical jobs 
in the main office and in the various 
manufacturing departments of the mill, 
management experimented with the 
description and evaluation of a variety 
of key or bench mark jobs. This pro- 
cedure, combined with careful checking 
and comparison of all jobs, led to the 
selection of 11 factors, which were ten- 
tatively defined and given point ranges. 

Management representatives then 
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presented the plan to the union repre- 
sentatives, who offered their ideas on it. 
At their suggestion, for example, it was 
decided that the plan should apply to 
union employees only, excluding su- 
pervisory personnel. Further, the 
designation of the factor of education 
(originally measured in terms of 
formal education and its equivalent) 
was changed to knowledge (measured 
in terms of mental level or capacity for 
the specific job). The point ranges of 
some of the factors were also modified. 
The factors and their definitions, as 
ultimately worked out by the labor- 
management committee, were: 


‘1. Knowledge—The level of mental 
training required by a job, however ac- 
quired. 

2. Experience and Learning Time.— 
The total time on the job and prior 
thereto, necessary for an average person 
having the required knowledge to perform 
the job satisfactorily. 

3. Initiative—The independent action 
required to work or proceed without di- 
rection or supervision. 

4. Judgment.—The demand for meet- 
ing situations; the degree to which the 
job requires reaching a correct decision 
by analysis and proper evaluation of the 
factors entering into a given situation. 

5. Monetary Responsibility —The max- 
imum possible loss to the company which 
could be incurred by any single error, 
expressed in monetary value. 

6. Leadership.—The degree of respon- 
sibility for the leadership and training of 
employees: (a) Training of others. In- 
volves the training or breaking in of em- 
ployees as to the duties of the job; (b) 
Distribution of work. Positions receive 
credit for this factor when they involve 
leadership, distributing work to others, 
and answering routine questions concern- 
ing work, irrespective of whether they 
involve any responsibility for supervising, 
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training, hiring, or suspending others. 

7. Responsibility for Company Opera- 
tions—The control and safeguard of 
company facilities, procedure, or any work 
of a confidential nature. 

8. Special Personal Requirements.— 
Ability to get along with people, the 
characteristics necessary for proper con- 
tacts within the company, with customers, 
and with the general public (poise, tact, 
self-expression, cooperativeness, fairness, 
personality, etc.). This factor pertains to 
special characteristics above those re- 
quired of the average employee. 

9, Effort—Degree and continuity of 
mental application required by the job. 
By mental effort is meant the amount of 
concentration required because of the 
nature and complexity of the work. This 
factor should not be confused with motor 
skill, which measures coordination of the 
senses to perform the job. 

10. Motor Skill—The quickness and 
deftness required in the coordination of 
the eyes, fingers, or other senses, with the 
muscles to perform the job, such as for 
stenography; typing; filing; operating 
calculating, bookkeeping, billing, addresso- 
graph, or teletype machines; operating 
switchboards; sorting mail; paying off; 
etc. 

11. Working Conditions—T he sur- 
roundings or physical conditions under 
which the job must be performed, and 
which the employee cannot control. There 
are factors here that make some jobs less 
agreeable than others, such as_ noise, 
monotony, dust, chemicals that may stain 
skin or clothes, accident hazards, work- 
ing in factory area or work necessitating 
absences from home for more than brief 
periods. 


These factors agreed upon, the man- 
agement and union representatives pro- 
ceeded to describe and evaluate 30 key 
jobs, with the specific purpose of 
grounding themselves in a technique of 
evaluation and bringing their thinking 
toa mutual plane so that further evalu- 
ation could proceed smoothly. 

All this accomplished, management 
and labor decided they had a workable 
system and agreed to go ahead with 
evaluation of all the jobs in the clerical 
department, but not to discuss mone- 
tary values until the evaluations were 
completed, when the entire question of 
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wages would be submitted to collective 
bargaining. 

An evaluation committee, comprising 
two management and two labor repre- 
sentatives, was formally appointed. A 
meeting was then held with all super- 
visors and union stewards of the cleri- 
cal department to explain the program 
and to assign to them the task of pre- 
paring job descriptions for their re- 
spective groups. The supervisors were 
instructed to take the initiative, but to 
work in close cooperation with the 
stewards. They were supplied with 
sample descriptions that could be fol- 
lowed step by step. 


After the stewards and supervisors 
had written and agreed upon their 
descriptions, an experienced employee 
in each classification was called upon to 
read the description, to comment, and 
to sign it. Thus the reaction of a per- 
son performing the job was obtained to 
make sure that the description was 
clear and fair. 


Final evaluation, including reevalu- 
ation of the 30 key jobs then began. 
As each job description was being con- 
sidered, the steward and supervisor 
who prepared it were subjected by the 
evaluation committee to thorough ques- 
tioning and discussion of the various 
factors involved in the job to make cer- 
tain that the description was complete 
and unprejudiced. The factors were 
weighted, and all the jobs in the clerical 
department were finally evaluated at 
these meetings. 

The final step, which is yet to be ac- 
complished, will consist of plotting all 
the job ratings on a scatter chart, based 
on their point values and current 
wages. This line, it is expected, will 
have a ragged range, as some jobs 
probably are over- or underpaid on the 
present scale. Through the “ragged 
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line” will be drawn a “theoretical com- 
pensation line,” which will indicate the 
theoretical pay for each job. 

Following collective ‘bargaining on 
the wage scale to be applied to this 
point system, the plan will be ready to 
put in operation. Each employee will 
receive a copy of the description of his 
job, and any major changes in a job 
will call for re-evaluation by the com- 
mittee, which will continue as an ad- 
ministrative body. 

Present plans call for extension of 
this evaluation system to the 6,000 em- 
ployees in the mantfacturing depart- 





ments of the mill. Total evaluation 
will be followed by installation of jp. 
centive systems to boost per-man pro- 
duction within the capabilities of the 
average employee. 

The company believes that this over. 
all plan will not only increase produc. 
tion—making more money available for 
social benefits, higher wages, and diyi- 
dends—but, by fostering close coopera- 
tion, will also go a long way in bridging 
the gap between labor and manage. 
ment. 

By Francis WEsTBROOK, JR. Mill 
& Factory, March, 1947, p. 107:4. 


Office Rest Facilities 


HE LARGER the office—up to 

those with more than 1,000 employ- 
ees—-the more prevalent the practice 
of providing rest areas and recreation 
rooms, a survey of several hundred 
firms by the National Office Man- 
agement Association indicates. Offices 
with over 1,000 employees, however, 
tend to reverse this trend. Recreation 
rooms are much less frequently pro- 
vided than rest areas; actually, by only 
15 per cent of all those surveyed. 
Banking, financial, and insurance firms 
led the list in providing these facilities, 
while advertising, publishing, trans- 
portation, and public utilities concerns 
were least partial to the practice. 

On the rest period front, by a ratio 
of 11 to nine, the companies went on 
record for provision. The question, 
however, was phrased, “Do you grant 
official rest periods?” A check of the 
answers reveals that, although a defi- 
nite proportion opposed rest periods in 
any form, a large segment of the re- 
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spondents favored “unofficial” or ir- 
regular periods, usually at the em- 
ployees’ discretion. Checks and bal- 
ances were the threat of cancellation of 
the privilege in the event of abuses. 

On the wholly negative side, some 
companies tacked a few minutes on to 
the lunch hour and moved up the work 
stopping time to make up for the no- 
rest period rule. The comments writ- 
ten in on the subject indicate some 
strong opinions, pro and con. Rest 
periods are probably one of the more 
controversial issues in today’s office 
world. 

Where rest periods were granted, 
women were favored by a ratio of three 
to two over men. Job-wise, women 
engaged in “monotonous” or repetitive 
types of work had an even greater ex- 
pectancy of this type of periodic relief. 

The practice was most common with 
Canadian companies; least common 
with firms in northeast United States. 

Where male employees were given 
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rest periods, four out of five companies 
rmitted two periods daily, with al- 
most half of them favoring over 15 
minutes per period. An 11- to 15- 
minute period was most prevalent for 
those granting single daily periods. 

Nine out of 10 concerns having rest 
periods in effect for women standard- 
ized on two daily periods from 11 to 
15 minutes duration. - This time span 
was also approved by single-period 
companies. 

Almost without exception, where 
rest periods were in effect, management 
declared the practice improved morale ; 
with relatively more exceptions, it be- 
lieved efficiency was increased. The 
viewpoints of the majority resulted 
from at least 10 years’ experience with 
the practice. 

Rest areas are defined as special 


_ areas or separate rooms near the work- 


place, equipped with comfortable fur- 
niture and set aside solely as a place of 
rest. This definition is admittedly 
broad. But the findings reflect at least 
a consciousness and an approach to 
meeting the need, if there is agreement 
that it exists. 

Within the broad limits of the above 
definition, rest areas were provided by 
60 per cent of the companies reporting 
for females only or for both males and 
females. There was no instance of the 
provision being made for males only. 


While approximately as many com-' 


panies provided rest areas for women 
as did for both sexes, there was no 
clear-cut indication that type of busi- 
ness was a factor in favoring women or 
in influencing to any pronounced de- 
gree the actual provision of rest areas. 

Offices of from 501 to 1,000 em- 
ployees provided rest areas most fre- 
quently of all the size groups reporting 
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—about one-third more frequently than 
offices of under 26 employees. Offices 
of over 1,000 employees had rest areas 
at almost the same frequency as offices 
with under 26 employees. 

The provision of recreation rooms 
increased generally with the size of the 
office. (Recreation rooms were defined 
as separate rooms or special areas set 
aside for playing indoor games,. for 
dancing, dramatics, and the like. 
Included would be such places as a 
library or gymnasium.) For example, 
offices of more than 1,000 employees 
were about five times as likely to have 
recreation rooms as offices with under 
26 employees ; twice as likely as offices 
with 101 to 500 employees. Recreation 
rooms for branch offices were less to 
be expected than for main offices. 

Recreation rooms were compara- 
tively most common in insurance com- 
panies, communications, banking, and 
financial firms; least to be expected in 
transportation, advertising, publishing, 
wholesale and retail firms. Northeast 
and north central United States 
companies reported almost the identi- 
cal percentage (19) of instances 
where recreation rooms were provided. 
Where existent, the practice was pre- 
dominantly to make them available for 
both sexes. 

Geographically, the Canadian com- 
panies reporting in 14 out of 20 
instances favored rest periods; south- 
east and north central United States 
reported 12, followed closely by far 
west United States companies with 13 
out of 20 instances. Northeast U. S. 
firms were approximately 50 per cent 
in favor of the grant. 

By type of business, rest periods 
were most frequent in governmental, 
educational, and service organizations. 
With the exception of banking, finan- 
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cial, manufacturing, and public utili- 
ties firms (which were least committed 
to. rest periods), more than half of all 
other companies approved the practice. 
Banking and financial organizations 





disapproved by the greatest margin, 3 
to 2. 

The NOMA Office Customs Survey, 
National Office Management Associa. 
tion, Philadelphia, 1947. 27 pages, 


The Office Worker: A Composite Picture 


Faeroe to a recent NOMA survey, covering more than 260,000 office 
employees in 836 companies, the average male office worker: 


1. Begins work at 8:00 A. M. 
2. In a main office 
. Of a manufacturing firm 


. If he smokes, he lights a cigarette when he feels like it 
. When hungry, he gets a snack from a dispensing machine 


. He takes an hour for lunch 


3 
4 
5 
; Paying commercial prices 
8. He quits at 5 P. M. 

9 


. He doesn’t work Saturdays and Sundays 
10. His company has had these customs in effect for 10 years or more 
11. His company believes these practices improve morale 


12. And increase efficiency 
The average female office worker : 


13. Follows a similar routine, except 
14. If she smokes, she must confine it to the lavatory or rest area 
15. During the two 15-minute daily rest periods 








Improving Observance of Labor Contracts 


ULL observance of a collective 


agreement may be expected to 
come about only as a result of long- 
range plans and continuing endeavors. 
Often we must go back a number of 
years to discover the reasons for the 
full observance of the terms of a col- 
lective agreement by both parties. 
And, conversely, when we are con- 
fronted with failure to observe a col- 
lective agreement, we may be able to 
find the roots of the failure by review- 
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ing the past. Bringing such causes of 
failure to light can be of assistance in 
improving the observance of contracts 
in the future. 

Based on the experience of Libbey- 
Owens-Ford Glass Company, Toledo, 
are the following suggested procedures 
which can promote compliance with 
the terms of a collective agreement: 

1. Write a contract that can be 
understood, that can’t be mistaken. 
Use simple words, short sentences, 
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short paragraphs. Use shop language. 
If you have a long and complicated 
contract, consider the advisability of 
getting out a streamlined version in 
simple English. The problem with 
legal language in a contract is that it 
can’t be understood by the men who 
are to apply it. 

2. Write a contract that can be 
observed. I have seen some high- 
priced advice that ran this way: “If 
you wish to hold the union to a clause, 
make the clause concise, firm, direct, 
and definite. If the clause is intended 
to bind the company, try to have it 
vague, general, and loose.” The objec- 
tive of industrial relations is not to 
write contracts, but to promote a 
better day-to-day productive relation- 
ship. You do not get good labor rela- 
tions by trying to avoid responsibility 
through the use of “weasel” words. 
Be specific and definite wherever pos- 
sible. If you mean “slowdown,” put 
the word in. Put in all the words you 
mean, 

A no-strike clause in a contract is 
strengthened by inclusion of a clause 
providing for arbitration of differences 
about the meaning and application of a 
collective agreement. If an impasse is 
reached concerning the interpretation 
of something written in the contract, 
there need not be a strike; the issue 
can be referred to a third party. 
Willingness to arbitrate such questions 
has a favorable effect upon relations 
in general and especially upon observ- 
ance of a contract by both parties. 

Provide a sound grievance procedure 
with definite time limits. Time limits 
give the foreman a chance to think over 
the situation and enable him to answer 
the questions raised. Time limits 





should also be provided for retro- 
active settlements of grievances. For 
example, our company’s contract pro- 


vides that retroactive payment cannot 
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be made for a period longer than a 
year prior to date of settlement. Thus 
there is no incentive for an employee 
to keep a grievance hidden so it can 
accrue liability. 

3. The contract should prescribe 
definitely action to be taken by union 
officers if a strike occurs in violation 
of contract terms. Union officials may 
be required to write a letter disavowing 
the strike, to issue an order to members 
to cross the picket line, or to provide 
a supply of workers to operate the 
struck jobs. 

4. Communicate information to other 
members of the supervisory force and 
to the union. If you want a union 
to work with you and to observe an 
agreement, you must give it essential 
information. At the same time, if you 
want your supervisors to administer an 
agreement properly, you must give 
them information also. Finally, be 
sure your employees have information 
regarding agreements which have been 
made with the union representing 
them. If the union does not keep them 
informed, consider the possibility of 
joint releases, such as bulletin board 
notices, newspaper reports, and letters 
to the employees’ homes. 

5. Encourage friendliness and under- 
standing between union and company 
officials. One militant union leader is 
reputed to have said, “Thank the Lord 
I don’t know my enemies because if 
I did they wouldn’t be.” Invariably 
conciliators find that condemnation of 
one party by the other is based on 
misunderstandings, which in turn are 
the results of failure to become 
acquainted with the other party. 

6. Study the union itself. Union 
people look up information on the com- 
pany, such as its history and earnings, 
but few management men look up data 
on the union. We fail to find out who 
really runs the union, what their brand 
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of politics is, who holds the purse- 
strings, whether there is factionalism, 
and how much autonomy the local 
union.has. We should read the publi- 
cations of all the unions we deal with, 
both international and local. We 
should be familiar with the union 
constitution, by-laws, and convention 
minutes. These sources indicate ahead 
of time what the union is going to 
ask for. We should use standard 
reference books, such as Who’s Who 
in Labor and Handbook of Labor 
Statistics. 

7. Adopt a policy of consultative 
management. Make supervisors defi- 
nitely a part of management, and con- 
sult with them on policies and pro- 
cedures. 

Prior to collective bargaining con- 
ferences in our company, we go over 
each clause of the contract with our 
supervisors to find the sections that are 
causing them difficulties. We make up a 
scrapbook with each clause of the con- 
tract on a separate page, and list with 
each clause all suggestions regarding 
its revision and the reasons for these 
suggestions. We then have a meeting 
with our managers and top company 
officials to get their ideas. We classify 
and arrange all their suggestions also. 
Then we grade these desired changes. 
Some may be so important that we 
decide to insist on them; others we 
decide: to ask for but not to insist on 
immediately. Some we regard as long- 
range projects. 

8. Define and clarify the foreman’s 
status. His authority and _ responsi- 
bilities must be clear-cut so that he 
can act to avert contract violations. 
His status must be clear to himself, 
to the employees he supervises, to the 
rest of the organization, and to the 
union. 
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Our company assists the foreman jy 
his task of interpreting the union cop. 
tract through supervisors’ meetings 
supplemented by a manual of interpre. 
tation. This enables the foreman tp 
answer most of the grievance problems 
himself. 

9. Provide the industrial relations 
officer, regardless of title, with. ade. 
quate authority. If the union can go 
over his head and get attention by com- 
municating directly with a higher office, 
he can no longer operate under the 
agreement. He needs clear-cut policies 
under which to operate. He should be 
a member of policy-forming commit- 
tees so he can get his ideas in. If he 
doesn’t put his ideas across, at least he 
will know why they were rejected. He 
should have access to top officers, both 
by telephone and in person. He should 
be considered a functional head and 
report only to a top coordinating off- 
cial. 

10. Develop definite principles re- 
lating to discipline, seniority, working 
conditions, and so forth. Such prob- 
lems should be settled with the union; 
then the company’s position should be 
clearly stated and consistently followed. 

11. Be prepared to make reasonable 
concessions in collective bargaining so 
that the bargaining sessions will end im 
good feeling as a result of “give and 
take” by each party. If you have in 
mind goals to be reached in the next 
five years, you can give in on some of 
the things the union wants and further 
your program at the same time. For 
example, you may eventually want 
some sort of pension plan to supple- 
ment social security for hourly workers, 
but you haven’t said anything to the 

union about it. The same thing may 
be one of the demands of the union. 
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By giving in, even in principle, along 
that line, you may get a concession 
yourself, yet your grant is in the direc- 
tion you want to go anyway. 

12. Without infringing on the right 
to perform the management function, 
management and the umion should do 
things jointly whenever possible. 
Working together is one way of build- 
ing mutual confidence. Collective bar- 
gaining procedures properly offer 
opportunities for working jointly on 
common problems. One of the prob- 
lems we had for years was that at 
every wage conference we would get 
hundreds of requests for adjustments of 
job rates. At a wage conference two 
years ago, we brought out the entire 
wage scale, which includes labor rate 
sheets for every classification. We 
asked the union to examine it for ac- 
curacy. They were rather skeptical, 
and they took about three days review- 
ing it. They did, however, find some 
discrepancies. We corrected the errors 
and then asked the union representa- 
tives to sign the wage scale as cor- 
rected. Finally, both parties signed 


copies, and each kept one corrected 
copy as a record. 

We next jointly worked out a pro- 
cedure for negotiating wage rate 
changes during the year in the local 
plants with the local union people. The 
agreement reached at that level is sent 
to company headquarters where the 
evaluation division of the industrial re- 
lations department passes on it. If that 
division approves the rate, the agree- 
ment is signed by the company and 
copies are sent to the union. The in- 
ternational office then reviews it with 
their local people. If they are satisfied, 
they sign it and certain copies are re- 
turned to us. These copies are put in 
the file, and we each have a record of 
that understanding. Since this pro- 
cedure was established, we have had 
hardly any requests for job-rate ad- 
justments at our annual bargaining 
conferences. 

From an address by E. H. van Del- 
den before the 1946-47 Conference on 
‘Industrial Relations, sponsored by the 
Bureau of Industrial Relations of the 
University of Michigan. 


Investigating Job Satisfaction 


By DONALD E. LYNCH 
Life Insurance Agency Management 
Association 


AN YOU say with any certainty 
that the workers in your factory 
or office like their jobs? 

You may point to the absence of 
strikes in your plant, or the low 
employee turnover rate, and argue 
vehemently that your workers are 
happy in their jobs. But the chances 
are you only think you know. 
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Industry has spent millions of dollars 
on research into labor relations, pro- 
ductive Capacities of workers, man- 
agement practices, training, selection 
and handling of workers, and numer- 
ous other personnel and production 
problems. By comparison, little has 
been spent on the subject of a man’s 
satisfaction with his job. 
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The most thorough job done to date 
in this field has been, surprisingly 
enough, with life insurance agents. 
Life underwriters are unique in many 
ways. Most of them work in an agency 
headed by a general agent or manager. 
Almost all agents of so-called Ordinary 
life insurance are compensated on a 
commission basis. During their first 
months or years in the business, many 
are paid a salary but most want to 
get on a commission basis as soon as 
possible. The agents are psychologi- 
cally and physically far removed from 
home office “big bosses.” They have 
an unusual amount of freedom to work 
out their own schedules, and they 
cherish this independence. They are 
often free to work as much or as little 
as their enthusiasm dictates. 

The Agency Management Associa- 
tion, an organization of more than 170 
life companies, has undertaken to find 
out what the agent is thinking. Dr. 
Stephen Habbe, a staff researcher, has 
studied 10,000 agents in 19 companies, 
11 of which are among the largest in 
the United States. The agents repre- 
sent a broad cross-section of men in 
large and small cities in every state in 
the union. 

Dr. Habbe’s studies show that four 
out of five agents are satisfied with 
their jobs ; the fifth agent is dissatisfied 
in varying degrees. But he has found 
many more and deeper facts. 

“A worker is satisfied if he feels 
that he is in the right job,’ Dr. Habbe 
says. “Job satisfaction suggests con- 
tentment, a good adjustment, and the 
like, but it seems to be more dynamic 
than these concepts. A satisfied 
worker is one with good morale. He 
finds some zest in his job. He may 
be critical of some aspects of it—he 
may do a lot of beefing, in fact—but 
he enjoys himself nevertheless.” 
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Business and industry apparently 
have shown little interest in measyr. 
ing workers’ satisfaction scientifically 
Only 55 studies on the subject haye 
appeared in recent years, most of them 
since 1930. For the most part, they 
were studies of small groups in a given 
community or workers in a singk 
plant or office. Some of the studies 
were made by the interview method— 
even to the point of asking bluntly if 
the worker liked his job. This is an 
unscientific method, to say the least. 

Others were studied through the 
more subtle questionnaire method, 
Scarcely any of these surveys included 
more than 500 people. 

In one of these studies based on 
replies from 231 stenographers out of 
a group of 900, four out of five ex- 
pressed job satisfaction. Seventy-two 
per cent of 420 members of the 
National Federation of. Business and 
Professional Women’s clubs were cer- 
tain they would choose the same careers 
again if they were to begin life over. 
A poll of members of the 1911 Harvard 
University class showed 75 per cent 
moderately satisfied and 25 per cent dis- 
satisfied. In another study—not pre- 
cisely in théarea of job satisfaction— 
5,000 carefully selected workers were 
asked: “If you could go back to 
age 18 and start life over, would you 
choose a different career or occupa- 
tion?” Forty-one per cent said “yes”; 
39 per cent, “no”; 20 per cent evaded 
a direct answer. 

Among the stenographers, no rela- 
tion was found between satisfaction 
and salary, age, experience, or the sex 
of the employer or supervisor. Earn- 
ings were a major source of dissatis- 
faction among the Harvard class of 
1911. In the study of the 5,000 
workers, it was found that restlessness 
was greatest in cities over a million 
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in population, and least in rural com- 
munities. 

With this meager background, Dr. 
Habbe set out three years ago to find 
out (1) the degree of satisfaction 
among life underwriters ; (2) what the 
life underwriter likes most about his 
job; (3) what he likes least about it; 
(4) what can be done to improve his 
job satisfaction. 

Through painstaking experience, Dr. 
Habbe has developed a 44-question 
blank. This is how he uses it: A 
company we shall call Fireside Life 
requests that Dr. Habbe make a study 
of its agents. Fireside has 300 agents 
under contract in 40 agencies located 
in 28 states. Copies of the question- 
naire, with an accompanying letter 
explaining its purpose, are sent by the 
company to general agents, who in 
turn distribute them to the agents. 
After the agent fills out the blank, he 
mails it direct to Dr. Habbe at the 
Association. Each answer is strictly 
confidential and is never seen by the 
general agent or the company. On 
the basis of previous experience, the 
Association is able to guarantee Fire- 
side Life an 80 to 90 per cent return, 
provided the suggestions and instruc- 


tions for distribution of the blank are 


followed carefully. The cooperative 
spirit of the fieldmen has been gratify- 
ing, and many of them have commented 
favorably on the project. 

When the blanks have been returned, 
Dr. Habbe sets to work compiling the 
results. He writes a full report, break- 
ing down each question and the replies 
and analyzing them. 

While there is greater job satisfac- 
tion in some companies than in others 
and the reasons vary, the over-all re- 
sults of the studies of 10,000 agents in 
19 companies follow a single general 
pattern. 
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A summary of attitude surveys in a 
number of occupations outside life in- 
surance, says Dr. Habbe, shows an 
average satisfaction index of about 75 
per cent. Less than 75 per cent of 
factory workers express satisfaction, 
while more than 75 per cent of pro- 
fessional workers indicate satisfaction. 
The figures vary considerably by occu- 
pation as well as by such factors as 
city size and the employing organiza- 
tions. Accepting 75 as the “par” score, 
life insurance agents rated above the 
average with 79 per cent, or four out 
of five, registering job satisfaction. 

What did agents like most about 
their jobs and factors pertaining to 
them? Here are the items, listed in 
the order of approval expressed by 
agents, that rate highest : 


The company’s general reputation and 
public standing. 

The way life insurance performs its basic 
functions. 

The opportunities of a life underwriter 
for performing useful service. 

The interesting nature of their work. 

Servicing their own policyholders (chang- 
ing beneficiaries, arranging policy 
loans, etc.). 

The company’s underwriting practices. 

The cashier in the agency. 

The agency’s location and work surround- 
ings. 

The manager or general agent. 

Fairness and impartiality the manager 
shows in his dealings with his agents. 


The percentage of satisfaction on these 
items ranged from 99 per cent satisfied 
with the first to 88 per cent on the 
last two items. 

Now, what does the agent like least 
about his job? Here are the 10 lowest 
ranking items (all below the 79 figure), 
listed in the order they were rated by 
the agents: 


Prospecting (digging up names of persons 
to call on). 

Preparing briefs and doing other routine 
office jobs. 

The company’s retirement plan. 
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Servicing orphan (some other agent’s) 
policyholders. 

The public relations programs of life in- 
surance companies. 

Training received upon entering the busi- 


The ventas of his income. 

His earnings so far this year. 

Agents of other life insurance companies. 

The attitude of the public toward life in- 

surance agents. 

The last item rated only 45 per cent, 
while the first one scored 71 per cent. 
Actually it is believed the agent is 
overly-conscious about the public’s at- 
titude toward him. In almost all cases, 
the agent feels that the public attitude 
toward him individually is favorable, 
but the public attitude toward life in- 
surance agents as a group is less 
favorable. 

Dr. Habbe calls the following 10 
items the “critical questions.” They 
have most to do with conditioning the 
agent’s attitude toward his job. Sev- 
eral of these questions are the direct 
concern of the manager, and he can 
influence the agent’s thinking on them 
all. 


Company’s cooperation with the agency in 
helping agents. 

Recognition his manager gives the agent’s 
ability and effort. 

Company’s interest in the agent as an in- 
dividual. 

Opportunities in his work for performing 
useful service. 

The other underwriters in his office. 

His company’s desire and willingness to 
make improvements in agency mat- 
ters. 

His opportunities for professional growth. 





The sattiteke of his fade eee ee 

selling life insurance. 

His company’s sales promotional material, 

There were five top suggestions to 
the home office: (1) Revise our com- 
pensation plan ; (2) strengthen the pro- 
visions made for our retirement; (3) 
get and keep closer to the field; (4) 
advertise more; (5) liberalize under- 
writing practices. 

The agent had these suggestions as 
to how agency managers could improve 
the lot of the agent and enable him to 
do his job better: (1) Help us with our 
individual problems; (2) train us bet- 
ter; (3) keep in closer touch with us; 
(4) plan agency affairs in consultation 
with us; (5) show us how to prospect 
(find people to call on) more effec- 
tively. 

Life insurance companies went to 
considerable expense to find out what 
agents thought about their jobs. And 
when they had the facts, they did some- 
thing about them. One revised its com- 
pensation plan; another set up a new 
training program; a third established 
a new retirement plan. 

It has been pointed out by one 
writer that there is one grave danger 
associated with the use of employee 
opinion polls. It is the failure of man- 
agement to do its part in the correction 
of conditions revealed by the question- 
naires. 





¢ PLANNING PROMOTIONS: Supervisors at B. F. Goodrich cooperate in 
the company’s promotion plan. Once a year estimates are made of jobs which will 
open up. Names of direct workers are submitted by the floor foreman; floor fore- 
men candidates are suggested by the shift foreman; and shift foremen, in turn, 


are proposed by the general foreman. 


After the proper application forms are filled out and interviews held, develop- 
ment training prepares the men selected for possible openings. 
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Accounting and 


STABLISHMENT of industrial 
peace—one of the most critical 
economic and social problems of our 
time—is, in part, an accounting prob- 
lem. The accountant, because of his 
education and experience, has a re- 
sponsibility to assist both in equitable 
adjustment of labor disputes and in in- 
telligent reporting of financial informa- 
tion to employees. 

In every labor dispute, there is need 
for proper analysis and interpretation, 
on a clearly objective basis, of all data 
submitted by the various parties to the 
dispute. It may well happen that each 
party will submit such facts as will most 
strategically support his own argu- 
ment; and, on occasion, the interpreta- 
tions of such facts may take on the 
color of the conclusions wanted. It is 
here that the accountant—and here 
reference is made particularly to the 
independent public accountant—can 
provide valuable service by making un- 
biased reviews and interpretations, 
which will establish a common basis for 
discussion and which will thus narrow 
the range for negotiations. Standard 
procedure should be to include such an 
independent public accountant as a 
member of every arbitration panel that 
deals with a labor dispute. 

Representatives of labor and man- 
agement might participate jointly in the 
choice of an independent certified pub- 
lic accountant, who would review the 
data to be used for purposes of working 
out the partnership problems. Prefer- 
ably there would be only the one certi- 
fied public accountant thus chosen, 
though it is conceivable, at least in. the 
early stages, that management and 
labor would have their own independ- 
ent professional accounting counsel, 
with a jointly selected certified public 
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Industrial Peace 


accountant superimposed thereon as a 
still further assurance of impartiality 
and fairness. The important conclu- 
sion, in any event, is that professional 
accounting counsel be available which 
will be mutually acceptable to all par- 
ties to the dispute, and that mutual 
confidence in the reliability of the finan- 
cial data be established. 

In considering what can be done in 
the way of presenting reports which 
will more effectively contribute to good 
labor relations, the first point that 
seems important is that the workers 
themselves have some voice in deter- 
mining what information they want and 
what information they think they ought 
to have. The objection may be raised 
immediately at this point that labor 
does not know what it wants. True 
as this may be, it raises the still more 
basic and fundamental issue that a 
proper program of management-labor 
relations should seek to explore this 
problem and should, through education 
and training, help labor to understand 
what it needs. If labor as a group par- 
ticipates in the decisions as to what 
financial information it receives, it will 
share management’s interest in such 
data, and this will serve to increase the 
usefulness of the data so presented. 

A second important principle is that 
whatever is presented as supplementary 
to the regular financial reports should 
be expressed in terms of the individual 
worker. Ideally we would show what 
a particular worker was paid in rela- 
tion to what was received for his work 
through sale of product. We would 
also show the other costs which were 
associated with his productive work 
and also the profit attributable to his 
work. This is without question an un- 
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attainable ideal in any complete sense. 
To measure the revenue attributable 
to the services of Worker A, who spent 
his time performing a single operation 
in an assembly line, presents a prob- 
lem which would seem to defy an 
answer. 

The next best alternative seems to 
be to deal with the factory’ or plant 
workers as a group, and to approach 
the problem on the basis of the aver- 
age worker. Under this approach, we 
could divide the total revenue by the 
total number of workers and thus 
present the aforementioned data as 
amounts attributable to our average 
worker. We could similarly present 
the various costs and also the profit in 
terms of thé individual worker. Such 
computations would certainly be more 
meaningful to the worker. They would 
also present a clearer picture where a 
company changed its policies of pur- 
chasing outright, or manufacturing, 
given parts of its product, since under 
those conditions the number of em- 
ployees would normally change and the 
computed averages would thus reflect 
that change. 

The presentation of wage, other 
costs, and profit factors on an average- 
worker basis would also have the ad- 
vantage of making possible compari- 
sons with other companies in the same 
industry and with other industries. 
Admittedly these comparisons also have 
distinct limitations but they would 
have the advantage of showing the 
workers of a given company that they 
are at least in a similar range in their 
own industry, or throughout industry 
as a whole, with respect to the relative 
shares of the major partners. If a 
particular industry did compare un- 
favorably with the over-all average, 
labor might even conceivably be en- 
listed as a real partner to help improve 
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the conditions in that industry for the 
benefit of all parties of interest, 

There has been in the past, and there 
will probably continue to be in the fy- 
ture, a reluctance on the part of man- 
agement to disclose the compensation 
of particular members of the adminis- 
trative or executive personnel, [It 
would be well, however, to express such 
costs as averages per individual worker 
of the so-called labor group. In most 
cases it is believed that this would not 
be an embarrassing disclosure, and the 
action would undoubtedly go far to 
convince the labor partner that the 
general relationships were not inappro- 
priate and not undeserved. 

The approach outlined is also appli- 
cable to the realized shares of stock- 
holders. Thus far we have talked only 
in terms of profit or earnings per indi- 
vidual worker. The amounts actually 
disbursed as dividends are, however, an 
entirely different figure, but here too 
it is possible and logical that such pay- 
ments could be expressed as averages 
per individual worker. At this point 
it is possible that the result might well 
be expressed in relation to (a) the 
members of the labor group as previ- 
ously defined, and (b) all employees of 
the company, whether members of the 
labor group or administrative or ex- 
ecutive employees. It is possible, also, 
that more realistic figures would be 
obtained through grouping of bond- 
holders and stockholders as a single 
group, in view of the fact that the capi- 
tal supplied in a given company or in- 
dustry might be both from bondholders 
and stockholder investors. These are 
variations which could be worked out 


in the manner which seemed most ap-. 


propriate and logical in the particular 
circumstances. The important princi- 
ple, however, is the relating of the 
presentation to the individual rather 
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than presenting only gross payments 
which are likely to be misleading and 
unrealistic. 

These calculations on the basis of 
the average worker have been discussed 
in terms of the company’s total opera- 
tions. This application could, of 
course, be only the beginning, and, in 
the next stage of development, a fur- 
ther application could be made in terms 
of the operations of the particular divi- 
sions of the company, or even in terms 
of individual plants. As procedures 
are more fully developed for allocating 
costs and revenues to individual de- 
partments or operations the same tech- 
nique might also be extended to those 
smaller segments of the company’s 
operations. It is clear that the great- 
est possible usefulness will be obtained 
to the extent that the results per indi- 
vidual worker are expressed in terms 
of the part of the operations which are 
familiar to that worker in a physical 
sense. 


Everyone stands to gain through the 
attainment of conditions where all the 
partners in industry—labor, manage- 
ment, and capital—work in a harmoni- 
ous fashion to produce the greatest 
possible amount of goods and services 
-——which product is then available for 
distribution to all the partners. Attain- 
ment of these conditions involves a 
complex maze of economic and human 
relations factors, which cannot and 
must not be disregarded. Account- 
ants as a professional group must un- 
derstand the complex interplay of all 
these elements and they must adapt the 
techniques and services of accounting 
in the light of these factors. Account- 
ing is not the complete answer, but it 
is an important part of the answer; 
and, if we are sufficiently resourceful, 
we can further increase the value of 
our contribution. 


By Victor Z. Brink. The Journal 
of Accountancy, May, 1947; p. 3859. 


Philadelphia L-M Assembly Plan 


‘o~ Philadelphia Labor-Management Assembly, set up by the director of the 
Philadelphia branch of the Department of Labor’s Conciliation Service, has 


already proved its effectiveness in settling labor disputes. 


Though it has been 


functioning only since about the first of the year, in January alone the Assembly 
was instrumental in settling 11 major labor disputes. Seven of these disputes were 
settled by management members of the Assembly; four, by labor members. In 
nine of these cases, pending strikes were prevented, while in two cases strikes under 


way were stopped. 


The Philadelphia Labor-Management Assembly is composed of 24 members— 
12 prominent industrialists and 12 prominent labor leaders—with its founder acting 


as chairman. 


The territory covered by this group includes eastern Pennsylvania, 


southern New Jersey, Delaware, Maryland, the District of Columbia, and northern 


Virginia. 


The entire assembly meets regularly 12 times a year but may be called into 
session whenever an extraordinary labor dispute arises, such as one that would tie 
up the transportation facilities of a large community. In most cases the Assembly 
works quietly behind the scenes to bring about an agreement. 

The success of the Philadelphia Assembly plan has caused other communities 
throughout the couritry to consider setting up similar plans in their own districts. 
Industries in Buffalo, N. Y., are already taking active steps to form an L-M 


Assembly for their district. 
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—Mill & Factory 3/47 
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How to Analyze Production Rejects 


ANUFACTURING specifications 

are set up by development engi- 
neers. The manufacturing procedure is 
controlled by factory engineers, who 
make sure these specifications are 
followed. All specifications cannot be 
followed exactly, however, and the 
slight changes inherent in any repeti- 
tive process are termed variables. 

The quality control function in in- 
dustrial engineering aims to give a 
dynamic picture of the production by 
observing the deviation of the vari- 
ables. When the deviation is exces- 
sive, industrial losses, known as 
“shrinkage,” occur. 

The shrinkage analysis function is 
to examine rejected material to deter- 
nline cause of failure. It is concerned 
not so much with reduction of shrink- 
age as with accurate, unbiased presen- 
tation of facts. 

Shrinkage analysis is made to ob- 
tain information directly concerned 
with the reduction and removal of 
factors that cause industrial losses. In- 
formation so obtained is circulated to 
those engineers and.members of fac- 
tory management whose main function 
is to keep the factory operating at 
high efficiency. 

If a product is being manufactured 
close to a limit, shrinkage analysis will 
never disclose that fact until the dam- 
age is done. Quality control methods, 
however, detect the condition and re- 
port it to factory engineers, who 
should take steps to rectify the trend. 

Unfortunately, not all variables are 
controlled, and factory engineers, for 
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one reason or another, may ignore 
quality control warnings. In either 
case, shrinkage results. The shrinkage 
analysis activity then discloses either 
variables which should be controlled 
but as yet are not, or quality control 
warnings which went unheeded. 

General procedure for shrinkage 
analysis is based on a positive identi- 
fication and isolation of the shrinkage 
cause. 

Where the cause has been localized, 
inefficient or improper operation is 
indicated. For example, if 5 per cent 
is the normal shrinkage expectancy 
for a given factor over an entire man- 
ufacturing operation, and this loss oc- 
curs entirely in one operation, factory 
engineering is required at that point. 
Thus preliminary analysis readily lo- 
calizes the disturbance to a single 
operational area. 

On the other hand, if 20 different 
operations each cause 0.5 per cent 
shrinkage, an over-all loss of 10 per 
cent will be registered—5 per cent in 
excess of the normal: shrinkage ex- 
pectancy. A “where” analysis dis- 
closes nothing, but a “what” analysis 
reveals the hidden truth. 

Once it has been ascertained fac- 
tually that trouble exists, a secondary 
analysis, answering the following ques- 
tions, must be performed to isolate 
it: Is the disturbance confined to a 
certain operator or machine, or certain 
combinations of operators and ma- 
chines? Does it occur on any specific 
day of the week? Does it occur only 
during or following certain atmos- 


The Management Review 





erly 
vest; 
analy 
conc 
are | 
and 
anal: 
teris 
edge 
= 
sucl 
of t 
cluc 
esse 

be 
is t 
acc 
] 
pet 
tw 
inf 
cal 
fu 
cu 
ar 


tu 


te 
b 


oo 


— Dd 


ee a ae 








nore 
ther 


cage 
ther 
led 
trol 


age 
nti- 
age 


ed, 


ent 


Icy 
an- 


ry 
nt. 
lo- 


_ —diodes, 





heric conditions? Does it manifest it- 
self only on certain shifts? 

Shrinkage causes belong more prop- 
erly in the domain of engineering in- 
vestigations, but often a shrinkage 
analyst can disclose or confirm facts 
concerning troubles. Good analysts 
are fundamentally curious, methodical, 
and logical. Any training program for 
analysts should direct these charac- 
teristics into action based on knowl- 
edge. 

The amount of detail to include in 
such a course depends on the nature 
of the product. The course should in- 
clude discussions on materials, proc- 
esses, causes and effects, and it should 
be considerably broad if the analyst 
is to supply competent reports of high 
accuracy. 

In the electronic-tube industry, ex- 
perience shows that a series of 20 
two-hour lectures can supply the basic 
information needed by an analyst. This 
can be built up from a study of the 
fundamentals of electricity, including 
current, voltage, capacity, emission, 
and different types of electronic tubes 
triodes, and _ cathode-ray 
tubes. 

A study of causes, effects, and de- 
tection of cathode contamination, car- 
burization of thoriated tungsten fila- 
ments, grid defects, and glass failures 
and defects prepares the analyst to 
isolate shrinkage causes. Discussion on 
engineering and shrinkage analysis, 
life tests, quality control, and the rela- 
tionships between engineering, quality 
control, and shrinkage analysis orients 
him to his proper niche in the factory 
organization. 

Some reports can best be presented 
in tabular form, whereas in other cases 
the essay type of report will better 
portray the shrinkage situation. There 
is some question as to whether the 
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report in completely tabular form is 
as digestible or emphatic as is the 
report which shows results integrated 
into conclusive thoughts. The most 
desirable method, therefore, is to offer 
a tabular report of the facts, followed 
by comments, conclusions, and obser- 
vations of the analyst. 

Every = shrinkage-analyst _ report 
should contain the following basic 
information : 

(1) date; (2) report number for iden- 

tification; (3) subject title; (4) distri- 

bution list; (5) name of person requesting 
analysis; (6) name of analyst; (7) num- 
ber of units analyzed; (8) source of 
shrinkage; (9) date shrinkage was re- 

ceived; (10) signature of analyst; (11) 

countersignature of quality engineer. 

Shrinkage analysis reports should 
convince the engineer that something 
is wrong and should suggest remedies. 
Whether a remedy is ever effected will 
depend not on the analyst but on an 
engineering “study of the errors ac- 
knowledged.” 

Failure of production and engineer- 
ing personnel fully to utilize the poten- 
tialities of a shrinkage analysis unit 
may be ascribed to the natural reti- 
cence of people to bare their errors, 
and thus in general to a misunder- 
standing of the function of shrinkage 
analysis in plant operation. 

As this reticence can be overcome 
only when misunderstanding is clari- 
fied, the quality engineer should dis- 
cuss the questioned relationship with 
those individuals or groups needing 
enlightenment. To obtain their co- 
operation, the shrinkage analysis pro- 
gram should be explained fully so they 
-understand that: 


1. A shrinkage analysis group is 
a fact-finding, information-gathering 
unit, .which obtains knowledge for 
directing the effort to reduce or re- 
move those manufacturing variables 
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which, out of control, are causing in- 
dustrial losses. 

2. Shrinkage analysis depends 
mainly on the “post-mortem” ap- 
proach and technique. — 

3. The shrinkage cause should be 
first identified and then isolated for a 
sound analysis. 

4. Shrinkage analysts should be 
trained into their job, not “dropped” 
into it. 





5. It is desirable that the shrink. 
age analyst be encouraged to suggest 
improvements and corrections or to 
make comments. 


6. The quality engineer has the re- 
sponsibility of clarifying to the factory 
the function of shrinkage analysis jn 
combating losses. 


By EUGENE GODDESS. American 
Machinist, May 8, 1947, p. 111:3. 
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Industrial Use of Atomic Energy Nearing? 


OMMERCIALLY useful atomic power already is technically possible—but it is 

hardly a near-term prospect. During the next two to four years, Monsanto 
Chemical, General Electric, Westinghouse Electric, and a few others will have 
experimental or demonstration plants in operation, but commercial application of 
this new form of energy must await the appraisal of results obtained in these 
“pilot plants.” 

As a matter of fact, the competitive position of atomic power is a long-term 
project, in the opinion of experts, with the possibility that decades may elapse before 
it can joust successfully with such fuels as coal, oil, and natural gas. Even then, 
it is more likely to supplement, rather than to supplant, present forms of energy. 
Probably the first application of atomic energy in the commercial field will be to 
the power plants of naval craft and large commercial ships, since its use would 
make refueling extremely infrequent. 

The interest of Monsanto Chemical in the atomic power field stems from the 
fact that such by-products of nuclear reaction as radioactive isotopes, radiation 
chemistry and metallurgy, and fission products may well prove more important and 
beneficial to humanity than atomic power itself. Since the radioactive isotopes of 
an element act chemically and physically in exactly the same way as the stable 
isotopes of the same element, analytical techniques now employed in chemical 
analysis can be utilized. So atomic exploration and research are “right down the 
alley” of a chemical producer. 

Monsanto has already prepared around 75 radioactive isotopes, which will first 
be used as tracer atoms for following the course of an element through biological 
and chemical processes and later as therapeutic agents for the treatment of diseases. 

In the field of atomic power itself, both Monsanto and General Electric have 
announced their intention of building test plants, powered wholly with atomic 
energy, for the generation of electricity. These plants, with an installed electric 
generating capacity of 75,000 k.w., will be entirely orthodox except that atom‘c 
power will be substituted for the usual fuels—coal, oil, and natural gas. But in no 
way will atomic power itself be used directly to turn dynamos. 

The present cost of a 75,000 k.w. plant, built in the eastern part of the United 
States and designed to utilize any one of the three usual fuels, would approximate 
$10 million. But the use of atomic power necessitates costly additions because of 
the radioactivity of the fissionable material and the need for building costly 
barriers to shield the operating personnel from the deadly beta and gamma rays 
released. So the cost of this experimental plant may run to about $25 million. 

The need for so large a plant is the same that compels one to build a large fire 
in a coal furnace. Just as a sufficiently large bed of coals—not a few lumps of 
coal—is necessary to keep the fire burning, so an atomic pile must be sufficiently 
large to maintain a nuclear chain reaction. So, just as in the case of hydro- 
electric plants with their much higher construction costs and resultant large hire 
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rink- of the money invested in them, it is the wages of capital and not the cost of fuel 


Zest that makes power generated with fissionable material much costlier at present than 
; that produced in orthodox fuel plants. For these reasons, the power generated in 
r to experimental nuclear plants is expected to cost about one-third more than that 


produced in the ordinary type of fuel-burning station, 

—Ernest R. AsraMs in Financial World 4/23/47 
 re- 
tory 


> in New Cost-Cutting Devices Hoist Output 


NEW ARMY of machines is joining battle against the manufacturing costs 
can which help keep today’s prices sky-high. 

For instance, there’s the machine that pops medicine chest drug items into 
cartons at a twice-as-fast-as-formerly clip. There’s machinery which permits one 
labor shift to do the work of two in making giant oil derricks. Not to mention the 
electronic restaurant equipment installed by Boston’s Hotel Statler, which cooks a 
plump steak in 60 seconds, a whole chicken in four minutes. 

This is the new mechanical generation. And a Wall Street Journal 11-city 
survey finds business men putting it to work with a will from coast to coast. 

Getting bottles into cartons is a big item with drug companies. Getting the 
bottles in neat and fast means dollars saved. Sharp & Dohme, big Philadelphia 
drug firm, has installed four Ross Streamline Cartoners. These nimble machines 
open a carton, insert a circular, folder, dropper—when necessary, and a bottle or 
tube, close the carton, and stack it ready for shipping. A company spokesman 
estimated the output of the new machines to be at least double that of the old-type 
cartoners, and predicted a saving for the firm of better than $1,000 a month. 

Allis-Chalmers Manufacturing Company, Milwaukee, has perfected a new 
device for refining pulp. This type of machine is called a “knotter.” In making 
paper, chips are cooked, and the resulting material is put through a knotter to 
eliminate the knots and other pieces that don’t break down into pulp. Where the 
old-type knotter gulps about 6,600 gallons of water a minute in handling a ton of 
pulp, the new low-thirst machine sips only 1,110 gallons on the same job. 

In the Cleveland area, machine tool makers have a whole crop of new inven- 
tions saving cost, cutting worker fatigue, and increasing machine accuracy. Warner 
& Swasey, for example, is producing a new electrocycle turret lathe, involving an 
adaptation of electronic controls to the turret lathe principle to provide higher 
speed operation necessary in working on non-ferrous metals. Two of these 
machines in the Milwaukee plant of the R. Perlick Brass Company, makers of beer 
dispensing and brewery equipment, have hoisted average output of beer pumps by 
more than 70 per cent. —The Wall Street Journal 5/6/47 


New Methods of Car Loading 


WO new war-tested methods of stacking fiberboard containers in freight cars 
A give considerably greater promise that the contents will arrive safely at 
their destination than did the pre-war methods of loading, officials of the Union 
Pacific Railroad point out. One is the bonded block method of shipment and the 
other is the glued load. 

Before the war only one loading method was used for fiberboard boxes— 
stacking the boxes in rows as tightly as possible to prevent shifting. Under the 
bonded block method, boxes are stowed in a series of blocks, the boxes bonded 
together both lengthwise and crosswise of the car similarly to the way in which 
bricks are bonded together in the construction of a wall. 

In the glued load, the cartons are held in place by a special type of adhesive 
with a high sheer strength but a low tensile strength. The high sheer power pre- 
vents the dislodging of the containers by lateral force, while the low tensile 
strength permits easy separation, when desired, by a sharp upward pull or thrust. 

To apply the glue a small glue pan with two rollers is used near the car end 
of the conveyor. The glue rollers paint two narrow strips of glue on each box. 

—Dun’s Review 1/47 
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14 Million Negro Customers 


HE NEGRO market comprises 

more people than there are in New 
York State. Or in Canada. It em- 
braces 14 million customers: a tenth 
of the country’s population. Yet less 
is known about Negroes as consumers 
—what goods they buy, where and why 
they buy them—than about any other 
large group. 

Most businesses have ignored the 
race as potential customers on grounds 
that it lacked purchasing power and 
that, as a result, special appeals directed 
to Negroes would not pay off. Both 
premises are wrong. 

Government experts place total 
Negro income at about 7 billion dol- 
lars. One market analyst puts the 
figure at over 10 billion dollars. 

Before the war, the largest and rich- 
est Negro markets were in Washing- 
ton, D. C., Chicago, Detroit, New 
York, Philadelphia and Baltimore. 
The proportion of Negro families 
getting from $2,000 to $2,500 in those 
cities was eight times as great as in 
Memphis and New Orleans, and nearly 
four times as great as in Atlanta, 
Houston, and Birmingham. 

The war broadened out these markets 
tremendously. Three-quarters of a mil- 
lion Negroes flocked to high-paying 
war centers, and there has been almost 
no reversal of the trend. By 1944, 
there were 260,000 Negroes in the 
Detroit-Willow Run area. The Los 
Angeles area alone had as many 
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Negroes by 1944 (135,000) as there 
had been on the whole West Coast in 
1940. The Negro population of the 
San Francisco Bay area rose to 65,000, 
In the Portland-Vancouver area there 
was a fivefold increase to 11,000. In 
the South, Negroes streamed to war 
jobs in the Charleston, Mobile, Hamp- 
ton Roads, and New Orleans areas, 
The income of these workers increased, 
though not so much as that of the 
northern and western migrants. The 
older northern and border Negro set- 
tlements also grew: from 278,000 to 
350,000 in Chicago; from 251,000 to 
281,000 in Philadelphia; from 187,000 
to 225,000 in Washington; and from 
166,000 to 200,000 in Baltimore. 

There are many proofs of the Negro’s 
ascent of the economic ladder. Income 
of southern Negro farmers jumped to 
873 million dollars in 1945, an increase 
of 85 per cent over 1939. Between 
1942 and 1945, the value of policies in 
force among Negro insurance com- 
panies increased 52 per cent. Within 
five years, average income of families 
in two Atlanta public housing projects 
rose 65 per cent. Deposits of the 
largest Negro bank, the Industrial 
Bank of Washington, have climbed 92 
per cent in the past three years. 

A 50 per cent increase was recorded 
between 1940 and 1944 in the number 
of Negro proprietors, managers, and 
business executives. The number of 
Negro foremen and _ skilled crafts- 
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men doubled. One-and-a-half million 
Negroes joined labor unions. Two 
hundred thousand Negroes held gov- 
ernment jobs (federal and local) com- 
pared with 60,000 prior to 1940. 

Many business men have long as- 
sumed that Negroes shop primarily 
in installment credit stores, buy little, 
and buy only the cheapest priced goods. 
What are the facts? 

Negroes trade more often in cash and 
charge-account stores and less fre- 
quently in installment credit stores than 
is popularly supposed. The Negro who 
does buy on the installment plan has 
proved to be just as good a risk as 
anyone else in the same economic 
bracket. 

Because the Negro is unwelcome 
in many restaurants and amusement 
places, he diverts much of his spending 
to goods he can consume at home. 
The Negro family with an income of 
$2,500 will usually have a better fur- 
nished home than the white family of 
the same income. 

A survey completed last year for the 
Afro-American Newspapers, covering 
a thousand families in each of three 
eastern cities, shows clearly the Negro’s 
preference for well-known _ brands. 
Negroes are generally more brand-con- 
scious than other groups because they 
feel a greater need for protection 
in buying. Another factor is that 
branded products, especially higher- 
priced brands, become symbols of class 
status in the eyes of Negroes. 

The first step in going after the 
Negro market is to understand the 
Negro’s buying habits, to learn his 
likes and prejudices. To do this, read 
the Negro press. 

Race-consciousness is a strong fac- 
tor in Negro buying. Those who have 
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studied the subject say the liberal 
policy of the Ford Motor Company in 
hiring and upgrading Negroes, and in 
appointing Negro dealers, has in- 
creased Ford sales among Negroes. 
Tests indicate Negroes have a highly 
unfavorable reaction to advertising 
which emphasizes a master-servant re- 
lationship between white and Negro, 
or which is remindful of slave days. 
A cold cream company inadvertently 
sent to retail outlets a promotion letter . 
using the phrase, “there’s a nigger in 
the woodpile.” <A druggist gave the 
letter to the Negro press and the com- 
pany lost heavily in Negro sales. 
Negroes particularly resent segre- 
gation. A department store in the 
Middle West installed separate wash- 
rooms for whites and Negroes and 
lost 5,000 of its 12,000 Negro charge 


accounts. 


Courteous treatment has a tremen-. 
dous effect on Negro customers. 
Dozens of Negro women have become 
steady customers of a salesman in the 
dress goods department of one of 
Washington’s most expensive stores. 
He once gave courteous service to the 
wife of a Negro government official. 
A Negro college professor has sent a 
stream of customers to one of the 
better clothing stores for the same 
reason. 

Special appeals go a long way. 
Pabst Brewing Company hired a 
special Negro representative, Bill 
Graham. It also sponsored Earl Hines 
and a group of Negro entertainers 
which put on shows at Negro camps 
during the war. As a result, on many 
trains you will be served Pabst beer 
unless you specify another brand. 


The Negro press is not widely used 
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for advertising, yet it is almost a 
separate medium. It has greater cov- 
erage among Negroes than other news- 
papers or magazines. And an ad 
makes the kind of special appeal to 
which Negroes are responsive. In the 
absence of such an appeal, Negro 
shoppers will continue to buy the most 
widely-known national brands. A 
marketing survey comparing Negro 
families in Washington with white 
families in Milwaukee showed that 
Negroes bought only 311 brands while 
whites bought 784. 

One reason sometimes cited for the 
failure of many companies to advertise 
in the Negro press is the sensational- 





ism of most of the larger papers. But 
it is a fact that the 112 Negro week. 
lies now published boast a total cir- 
culation of more than 1% million, 
And advertisers traditionally are not 
squeamish about sensational media, 
The real reason for ignoring the 
Negro press may not be a moral one 
but mere snobbishness, or pure lack of 
awareness. Whatever the reason, ad- 
vertisers appear to be neglecting a 
medium that is effective in a wide and 
potentially rich field. Here is a multi- 
billion-dollar market awaiting an in- 
vitation from business to buy. 

Kiplinger Magazine, April, 1947, 
p.. 21:3. 


Company Stores Make Good 


ANAGEMENT has long regarded 

the “company store” as a neces- 
sary evil—not particularly profitable, 
and traditionally the butt of labor 
criticism. But, especially in isolated 
mining towns, it has frequently served 
as the only easily accessible retail 
outlet. 

Helped by the war, however, many 
a company store has recently burgeoned 
into a profitable enterprise. To keep it 
so, Management now not only is up- 
grading its present stores into more 
modern retail outlets, but is also ac- 
quiring more stores. 

The real meaning of this trend is 
that the company store is raising 
its sights; it is expanding its non- 
employee business to include consumers 
who never come within hailing distance 
of a mineshaft. 

An outstanding example is Union 
Supply Company, Pittsburgh, a sub- 
sidiary of United States Steel Cor- 
poration. From a beginning much like 
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that of any other company store, it 
has grown to 105 units whose sales 
this year are expected to total $30 
million. 

H. C. Frick Coke Company estab- 
lished Union Supply 72 years ago in 
Broad Ford, Pa., for its employees. 
When Frick was acquired by U. S. 
Steel, the stores went along with it. 

Fifteen years ago, the company’s 
coal holdings in Westmoreland County 
began to run out. Frick withdrew, 
leaving a few Union Supply stores 
behind as a rearguard to serve the 
miners. These stores are now solidly 
established as permanent retail outlets, 
doing a bigger business than ever. 

Most of Union Supply’s stores are 
still in coal mining communities. But 
the current boom is due primarily to 
trade from the general public (of last 
year’s sales total of $27 million, only 
30 per cent came from employees). To 
draw more of this type of trade, Union 
Supply has moved into Pittsburgh 


The Management Review 








But 


proper and slicked itself up so that it 


Koppers Department Stores, a division 


eek. little resembles the cluttered, old- of Eastern Gas & Fuel Associates. 
hiss fashioned store once characteristic of The stores got their name from Kop- 
on, its business. It now operates: pers Company, Inc., which has been 
not (1) Stores catering strictly to the the parent company of Eastern but is 
dia, wealthy. — ag de 0 epson about to dissolve this relationship 
the ae sift, — . pa" under the requirements of the public 
one (2) A retail store at the company’s utility holding company act. 
of Pittsburgh warehouse, which delivers tele- The Koppers stores enjoy a distinc- 
phone orders three times weekly to such ee : 
ad- residential communities as Sewickley (18 tion in that their rate of sales increased 
a sw and Oakmont (12 miles last year, while the total of the rest 
away). agree : : 
nd (3) A store in downtown Pittsburgh of the divisions declined. The stores 
ti- selling sporting goods exclusively. This business in 1946, at $10,500,000, repre- 
in- e - pak i tra or — a for sented 9.6 per cent of Eastern’s volume, 
unting and fishing, which obliged all com- : : 
pany stores to carry guns and tackle. All compared with 7.0 per cent in 1945, 
7, Union Supply stores except this one carry and 7.2 per cent in 1944, 
food; most carry clothing, hard lines, and Most of this sales increase is due to 
furniture. In some, these lines are exten- ee : 
sive enough to approach department store the addition of new Koppers units. 
operations. Eleven stores added during 1946 
By next month, Union Supply ex- brought the total to 44. Koppers’ 
pects to make a radical departure from trend toward expansion of its non- 
t the general merchandise field. It will employee business %& indicated in the 
1 distribute prefabricated houses made fact that seven of its new stores were 
) by Gunnison Homes, Inc., another sub- acquired in areas where Eastern has 


sidiary of United States Steel. 
Another company organization that 
has grown to bigtime proportions is 


no mining operations. 


Business Week, April 9, 1947, p. 
61 :2. 


Planning and Staging Better Sales Meetings 


| | Sorat up near the top of management’s major sales problems for 1947 is that 
of planning and staging better sales meetings, a recent Dartnell poll indicates. 

While each company’s program must obviously be different, ideas can be 
obtained from the successful experience of others. Following are the main steps 
in the field operations of one representative company’s two-year program to expand 
sales, set itself in a leadership position in other respects than volume of business, 
and develop a superior sales organization : 

Step 1—A field survey to study needs and attitudes among dealers, customers, 
salesmen, branches, field managers. 

Step 2.—Analysis and report on the survey, with detailed recommendations as 
to various things to be done. 

Step 3—Headquarters conferences to select most important and most practical 
things to do first; coordinating these items into plans or units; deciding how to 
conduct meeting at which plans are to be given advance discussion with key men 
in the field organization. 

Step 4.—Careful planning of this preliminary discussion meeting ; development 
of charts, visuals, mimeographed talks; assignment to field managers of several 
subjects on which they are to present papers dealing with special problems within 
their range of experience. 

Step 5—Holding two-day meetings at which proposed plans are discussed ; 
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obtaining suggestions, guidance and, incidentally, acceptance from key managers 
agg xr request from managers to take practically the same meetings to others 
in field. 

Step 6.—Field meetings held by key men attending first meeting, through use 
of duplicate charts, visuals, exhibits, and talks (all duplicated especially for such 
a purpose). 

Step 7—Headquarters analysis of reports on field meetings; preparation of 
training program and merchandising plan agreed upon. 

Step 8—Advance presentation of training and merchandising plans at a time 
when nearly everything is ready, before same key managers attending preview; 
similar request from all managers present to repeat the advance high-spotting 
presentation to salesmen and field managers; subsequent request from field mana- 
gers to take it to dealers, with the aid of less elaborate visual aids; request from 
dealers to have plans presented to their own groups. 

Step 9.—Complete training and merchandising program launched—and “fanned” 
or spread to the whole field organization as in Step 8, without the need for head- 
quarters executives doing anything other than the original launching and then being 
present here and there in the field to render minor assistance in some areas. 

Step 10—Meetings of customers in 70 cities to gain acceptance of merchan- 
dising activities and to pave way for salesmen and dealers to sell more and to build 
bigger customers. 


—Dartnell News Letter 3/8/47 


Know Your .Customers—At $1 to $5 Each 


fb BUREAU of the Census offers a growing service to business men who 
want to know more about their customers. It is a “name-matching study,” 
which will answer questions on family income, car, radio, or home ownership, and 
size of family. Any marketer with a list of the names and addresses of his cus- 
tomers can buy the service. 

The Bureau simply matches a business man’s list against the information 
those persons gave the Census interrogator. Census will also compare the persons 
on the list with other groups in the same area. 

The Bureau did its first matching study just before the war for Curtis Publish- 
ing Company. Today, most matching studies are for businesses with farm cus- 
tomers, since the latest data is from the 1945 Census of Agriculture. 

These Census reports provide information only on the group, not on the indi- 
vidual by name. The process costs anywhere from $1 to $5 per matched name. 


—Kiplinger Magazine 4/47 


Something ‘‘Free’’ 


HE “GIVE-AWAY” premium, stand-by stimulant for balky buyers when 

selling gets tough, is coming back with a bang. It led a sickly life in the great 
sellers’ market of years just past. 

Over a.billion dollars worth of “free” merchandise will be used this year to 
induce people to buy everything from toothpaste to vacuum cleaners. More than 
8,000 business firms are already using premiums to “needle” sales; there were about 
2,500 in the war years. Others join the parade daily as buyer resistance mounts. 

Manufacturers who make wares solely for use as premiums are jubilant. Their 
axiom is “as general business activity falls off, our business gets better.” 

General Foods, already one of the largest users of premiums to push household 
sales of its products, is expanding its program to include institutional buyers of 
foodstuffs. A catalog of premiums which can be obtained by exchange of coupons 
is being prepared for distribution to restaurants, hospitals, and other large buyers. 

The return of the premium store, where coupon enclosures can be exchanged 
for expensive, attractive merchandise, is another early possibility. 


_—Joun S. Cooper in The Wall Street Journal 4/25/47 
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Secret to Direct-Mail Success: Your Mailing List 


OU’VE heard it before, and you'll 

probably have to listen to it again, 
but it seems to be a definite credo of 
the Council of Direct Mail Experts 
that you can’t sell straw hats to 
Eskimos or baby carriages to bachelors. 
And though there are probably scme 
who can disprove those two statements, 
there seems little doubt that the mailing 
list is the very cornerstone on which 
rests the success or failure of direct 
mail advertising. 

Potentially, direct mail is the only 
perfect form of advertising. If we look 
forward to the millenium, we can con- 
ceive of a list of prospects who will 
all want to buy your product or service 
at the exact moment you tell them you 
have it ready to sell. But it seems 
probable that that state of bliss will 
never arrive, and no such list will ever 
be built. However, if you make certain 
that you choose only prospects instead 
of suspects for your list, you may still 
approach that state of perfection. Pros- 
pects may be said to be men, women, 
companies, or institutions that under 
normal conditions will have definite use 
for your product or service, that have 
sufficient money to pay for it, and that 
can be imbued with a desire for it. 

Once you have defined the group 
who make up your true prospects, only 
your own ingenuity limits the success 
of your mailing list. 

We know of a man who was called 
on to build a list of fat ladies whose 
husbands had incomes of $10,000 or 
more a year apiece. Seemed that a 
manufacturer of foundation garments 
had something special to offer these fat 
ladies. Our friend was easily up to 
the job. First he studied the real 
estate records of both cities and picked 
out neighborhoods that had rental 
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values necessitating $10,000 annual in- 
comes. Then he hired some high school 
girls and boys and placed them at 
strategic corners between four and six 
o'clock in the evening. The boys and 
girls were taught to follow fat ladies to 
their homes. If they entered private 
homes and there was no apparent party 
in progress, they merely took down 
the address, which was later checked 
against city records; but if they walked 
into apartment buildings they asked the 
doorman, “Wasn’t that Mrs. Smith 
who just went in?” And the doorman 
would usually answer, “No, that was 
Mrs. DePuyster.”’ 

The list was built all right—but at a 
terrific cost to the manufacturer, almos* 
75 cents a name. However, the end of 
the story is a happy one,.for the manu- 
facturer sold even more foundation 
garments than his factory could pro- 
duce from the first mailing made to the 
list. 

That’s a special case and one that 
may never be of any value to you in 
solving your own problem, but you can 
check your own list or build a new one 
by using some of the following sources : 

(1) Commercial list houses. There 
are many concerns that compile local 
or national lists; some that specialize 
in lists of doctors, dentists, nurses, etc. ; 
others that handle only lists of teachers 
or lawyers or automobile owners. 

(2) Trade directories. Practically 
every trade or industry has a directory 
published once a year or even oftener 
that you can buy for a few dollars. 
These directories contain full informa- 
tion about every organization in the 
industry and in most cases include a 
list of the top personnel of each com- 
pany. 

(3) City directories. Many cities 
issue annual or semi-annual lists of all 
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residents and business organizations. 
In some cases the information goes so 
far as to list the occupation and em- 
ployer of the individual, making it 
possible to compile company employee 
lists. 

(4) Credit rating books. Dun & 
Bradstreet, for example, has lists of 
practically the entire business com- 
munity of the country. Most of the 
credit rating books do not list local 
addresses, but they can be checked 
against telephone directories for this 
information. 

(5) Telephone directories. Prac- 

tically every telephone book (complete 
with classified section) published in the 
entire country is available for a small 
fee through your local telephone com- 
pany. : 
(6) Membership lists. Fraternities, 
sororities, Chambers of Commerce, 
Rotary, Kiwanis, Lions, professional 
and technical societies, religious, labor, 
and political organizations, trade asso- 
ciations, social and golf clubs—all have 
membership lists. Some of them are 
for sale, and some may be procured 
free of charge. 

(7) Voting lists. State, city, county, 
and village clerks or other officials 
frequently have lists or will compile 
them for you from voting, tax, license, 
permit, or even real estate or building 
records. 

(8) Trade and consumer magazines. 
The names of advertisers in various 
magazines may serve your needs as an 
industry or general list. 

(9) Clipping bureaus. A good clip- 
ping bureau can give you, particularly 
from small city or suburban news- 
papers, lists of engagements, marriages, 
births, deaths, new businesses or 
organization changes, fire damages, 
building permits, moving notices, etc. 

(10) Government lists. The U. S. 
Government publishes more directories 
than any other known source. A list of 
these directories can be obtained gratis 
from the Superintendent of Docu- 
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ments, Government Printing Office 
Washington 25, D. C. 

(11) List brokers. Many organiza. 
tions rent their lists to non-competing 
organizations through brokers, who 
have recently organized into the Na- 
tional Council of: Mailing List Brokers, 

(12) Subscription and circulation 
lists. Many publishers, particularly in 
trade lines, rent or sell all or part of 
their lists. Since some of them allow 
their lists to be used only by advertisers 
in their own publications, it may be 
worth while to buy advertising space, 

(13) Company records and person- 
nel, Ledger records, sales slips, and 
C.O.D. orders of your own company 
are profitable mailing list sources. 
Remember your customers, past and 
present, are your competitors’ best 
prospects. Your own salesmen and 
service representatives can, if properly 
trained in the job, add the best possible 
prospects to your list. 

(14) Enclosures in your mailings. 
Many a good prospect has been added 
to a list by leaving space on order 
blanks, etc., for your customers to list 
the names of friends or business asso- 
ciates. 

(15) Contests, coupons, fan mail. 
All too often these names are not 
checked and added to lists when an 
advertiser gets them. The same holds 
for names on the stubs of admission 
tickets to conventions and exhibits and 
names in the guest books at booths. 

All the sources listed above can be 
extremely valuable in building your 
lists, but the best system for list- 
building on a national scale calls for 
cooperation between the home office, 
the dealer, and the company salesman. 
The big difference, though, is how the 
cooperation is developed. Long and 
expensive experience has proved the 
following method is best to follow: 

First, compile or buy the most satis- 
factory list you can at the home office. 
Second, break it down into dealers’ or 
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sales territories. Third, send the list 
for each territory to the interested 
salesman or dealer with a letter telling 
him it’s the best list that has ever been 
built. Be sure you lay it on thick. 
Maybe it’s his vanity, but whatever 
the reason, the more you pour it on 
in your letter, the better will be your 
final list when he gets through with it. 





The very fact that you tell the man in 
the field that you’ve done a superb job 
seems to guarantee that your original 
list will be torn apart, and that in its 
place will come what will probably be 
the best list ever compiled for the 
territory. 

By Epwarp N. Mayer, JR. Printers’ 
Ink, March 28, 1947, p. 44:2. 


Measuring Strength of the Buying Urge 


HE consumer’s urge to buy must 

be strong enough to overcome 
obstacles in its path if it is to carry 
through to the purchase across the 
counter. Though an advertising appeal 
may create the initial impulse, its 
potency may fade out before the sale 
is completed. The consumer who 
wishes to buy your product will en- 
counter distractions and adverse argu- 
ments from family and friends, sales 
talks on competitive items from the 
retailer and his clerks, and physical 
hurdles such as the distance to the 
nearest store which stocks your 
product. 

Marketing research can identify these 
obstacles, measure their strength, and 
help you devise stratagems for carry- 
ing your customers past them. First 


of all, how strong is this thing called - 


brand preference—this desire for your 
product rather than any substitute? 
When the consumer says that your 
product is No. 1 in his estimation, does 
he mean by a nose or by a really com- 
fortable margin which will stand up 
against the disposition to substitute? 
There are various ways of measuring 
the strength of brand preference, but 
here is one way that proved effective in 
the case of dentifrices: Each person 
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interviewed was presented a choice of 
11 brands—one of which he considered 
his regular brand, the others leading 
national brands—and told he could 
have one package. 

This was a deliberate attempt to 
break down brand preference and to 
determine from one brand to another 
how hard it was to break it. The 
results were both startling and instruc- 
tive. On the average, those who had 
designated a brand as their favorite 
divided their choices evenly between it 
and all others. Thus there was only 
a 50-50 chance that they would stick 
to their preferred brand when offered 
a free package of it. On some brands 
the score was considerably less than 
50 per cent sticking with the preferred 
brand. On others, the preferred brand 
got considerably better than an even 
break. There was reason to believe 
that those brands which fell below 50 
per cent required either a new approach 
to advertising or a special inducement 
to obtain cooperation of retailers at 
point-of-sale. 

In introducing a new product, it may 
be anticipated that its novel features 
will appeal to some consumers, but will 
appear as disadvantages to others. 
Sometimes the issue is so doubtful that 
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the sales organization does not know 
whether to promote these features or 
play them down. It is customary to 
use market research in a case like this 
in reaching a decision. An additional 
refinement was utilized in a recent 
survey to see whether those who liked 
the special feature would maintain this 
attitude or abandon it under pressure. 

Persons who had been interviewed 
were induced to come together in 
groups of 10 by offering an attractive 
premium for two hours of their time. 
These groups were evenly balanced 
among those who said they liked the 
new features of the product and those 
who said they did not. The group 
opposed was asked to amplify its argu- 
ments against the specified features. 
The group favoring these features was 
then called upon to defend its position. 
After the discussion, a re-check was 
made to see whether either side had 
been affected by the arguments of the 
other. Negative arguments which 
appeared most effective were then in- 
corporated in the questionnaire for 
further house-to-house interviewing. 

It is important to note that in this 
survey interviewers carried samples of 
the product. The novel features were 
called to the attention of the respond- 
ent, who was then asked for comment. 
If comments were favorable, arguments 
against novel features were then pre- 
sented. This procedure was believed 
to duplicate on an experimental basis 
the adverse comments and pressure 
which the consumer might encounter 





trying to buy the product. In this 
case, the evidence was quite convine 
that those who liked the new features 
would not be easily persuaded to regard 
them as disadvantages. This finding 
had a decided influence on the advertis. 
ing and sales programs for the new 
product. 


Another obstacle to sales on a pre. 
ferred product is the lack of wide 
distribution in retail stores, which 
forces the consumer to travel some 
distance to get it. Thus in house-to- 
house interviews respondents often 
name this element of inconvenience as 
their reason for not buying regularly 
the brand they prefer. 


Sometimes it is important to make 
a check on these statements since the 
real reason may be some other factor— 
such as price. One method is to inter- 
view consumers in stores where they 
buy the product. Only two questions 
need to be asked: “Have you tried to 
get this in some other store?” “What 
is your address?” 


Analysis of the results will give an 
indication of the effort consumers are 
willing to make to obtain the product, 
thus throwing some light on_ the 
adequacy of its present retail distribu- 
tion. Unless there is evidence that 
buyers have made efforts to obtain the 
product nearer their homes, it should 
be safe to ignore complaints about in- 
conveniences from non-buyers. 


By Wroe Atperson. Sales Man- 
agement, March, 1947, p. 99:1. 





¢ BLUEPRINTING OUR POSTWAR MARKETS: 


Under the title, “The 


New American Market,” a significant study of the character of the postwar market 
is being published in monthly installments by Business Week. The study will 
explore changes in population, purchasing power, business activity, etc., in each 


region. 


Reprints of the first two installments (devoted to the Far West and the 


Great Lakes regions) may be obtained at 20¢ each from Business Week, 330 West 


42 Street, New York, N. Y. 
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Trusteed Pension and Profit-Sharing Plans* 


N ANY comparison of methods of 

funding retirement benefits under a 
pension plan, it is important to realize 
that a trust fund, unlike a group an- 
nuity arrangement, is not a plan but a 
simple and separate method of funding 
benefits under a plan and therefore 
operates regardless of the choice of 
plan provisions and the actual timing 
of contributions. It does not impose 
restrictions on the plan because it is 
independent of the plan, though dedi- 
cated exclusively to it. The trust 
agreement is normally physically sepa- 
rate from the plan, and in some cases 
the trust has been created only after 
a plan has been in effect for some time. 
If combined in one instrument, how- 
ever, the trust provisions are easily 
identified and distinguished from the 
plan provisions. This is in direct con- 
trast to a group annuity arrangement 
with an insurance company, which 
must, of necessity, imnose limits on the 
choice of provisions for the plan. The 
advantages of a trust fund over group 
annuity arrangemerits can be summed 
up in two words—flexibility and cost. 


FLEXIBILITY 


MEMBERSHIP. The trust fund meth- 
od offers the advantage of equitable 
treatment for all employees and the 
inclusion, if desired, of workers over 
normal retirement age and even of 
those actually retired. This cannot 
easily be done under the group annuity 


method. A number of such plans ex- 
clude or delay the retirement of em- 
ployees over some age such as 55, 
though these employees actually rep- 
resent the employer’s primary retire- 
ment problem. Membership require- 
ments of a plan with a trust may be 
determined without restrictions other 
than any imposed by law. 

BENEFITS. The same freedom of 
choice exists in connection with provi- 
sions for benefits under the trust fund 
method. For example, the pension may 
be based upon final or final average 
compensation under a trust fund, but 
group annuity arrangements have not 
ordinarily been made on these bases. 
Likewise, group annuity arrangements 
have not normally used a “flat percent- 
age of compensation” benefit formula. 
One result of these restrictions is that 
group annuities have not adopted the 
useful “25 plus % per cent” formula 
approved for integration with social 
security in plans covering employees 
with compensation over $3,000 per 
year. 

Further, if desired, it is possible 
under the trust fund method to make 
adjustment for social security benefits 
by deduction of the exact amount of 
those benefits from an over-all pension 
formula rather than by the approxi- 
mate methods which are always used 
under group annuities. 

Under either method, pension bene- 
fits are usually computed on the basis 


*For a Comedia of the advantages of the insured method of funding, see the March issue of the Re- 
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of a straight life annuity. The em- 
ployee is usually given the right to 
elect one of a number of joint and sur- 
vivor forms. Under a group annuity 
arrangement, this election must be 
made five years in advance of retire- 
ment, or evidence of physical good 
health may be required by the insur- 
ance company. Under a trust fund, the 
member may be permitted to elect any 
optional form of benefit that fits his in- 
dividual case, as long as it is actuarially 
equivalent in value to the straight life 
annuity, and he may be allowed to 
make his election at time of retirement 
when his needs are known. 

Another restriction often imposed 
under group annuities is that of a 
maximum amount of pension—a rule 
which often causes important personnel 
to be discriminated against. 

Further, only in a trusteed plan is it 
possible to include a provision for a 
disability retirement benefit. Such 
benefits may supplement workmen’s 
compensation and also cover non-ser- 
vice disability. They are very desirable 
from the employer’s as well as the em- 
ployees’ standpoints. 

AMOUNT OF EMPLOYER’S CONTRIBU- 
TIONS. A wider range in actuarial 
procedures is available under a trust 
fund, and the experienced actuary will 
compute the amount of the contribu- 
tion on the basis best suited to the par- 
ticular case. His choice will affect the 
amounts of the annual contributions, 
which, however, must not be confused 
with the net cost, of the pension plan. 
An example of this flexibility occurs in 
connection with the contribution basis. 
The single premium or step-rate basis, 
rather than the level premium basis, is 
always used for group annuities. On 
the step-rate basis, the premium rate 
per unit for each employee increases 
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each year as his age increases, and the 
outlay stated as a percentage of pay. 
roll may be expected to increase fro 
year to year, unless a sufficient number 
of young employees is added each year, 
The use of the step-rate basis may be 
likened to the’ purchase of life insur. 
ance on an annual term basis, whereas 
use of the level premium basis may be 
compared to the purchase of whole life 
insurance on the usual annual premium 
basis. The annual term basis results 
in lower payments at the outset, but 
heavier payments ultimately, and an 
increased net cost in respect to each 
employee as the opportunity for inter- 
est accumulation is relatively dimin- 
ished. In most cases, it is better for 
the employer to have the contributions 
expressed on the level premium basis, 
thus avoiding the risk of a per capita 
increase in current payments at a time 
when he may be retrenching. In some 
cases, it may be advisable to use the 
step-rate basis, and under the trusteed 
method the choice between the two may 
be freely made by the actuary to suit 
the case. 

Another example of flexibility occurs 
in connection with discounts for deaths 
and severances. Under both the group 
annuity and the trust fund arrange- 
ments, conservative mortality assump- 
tions result in smaller annual contribu- 
tions. Under a trust fund, the con- 
tribution can be further reduced by 
anticipating, again conservatively, ordi- 
nary withdrawals from service before 
retirement, and this may be important 
in leveling out the annual contributions 
because, over an extended period of 
employment—say between ages 20 and 
50—withdrawals are much more likely 
to occur than deaths. This procedure 
would not be appropriate under group 
annuities, however, because continu- 
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ance of employment is a matter within 
the control of the employer and the 
employee. Furthermore, under a trust 
fund the actuary may take into account 
not only the probable future mortality 
but probable future withdrawals as 
well as changes in compensation scales, 
thus maintaining the employer’s con- 
tribution as a continuing level percent- 
age of payroll. 

TIMING OF EMPLOYER’S CONTRIBU- 
tions. Under a trust fund, the em- 
ployer may make his normal or current 
service contribution at any time dur- 
ing the tax year without prearranging 
to do so. If the contribution is made 
at the beginning of the year, it will 
result in the longest period of tax-free 
accumulation ; if made later, that period 
will be shortened. Similar flexibility 
applies not only to the timing of past- 
service contributions but also to the 
amounts thereof. 

CHANGING THE PLAN. There is 
much freedom of choice in making 
changes in the provisions of a plan 
using a trust fund, or in the actuarial 
procedures, and it is more than prob- 
able that changes will appear advisable 
at some time during the life of the plan. 
Once an employer purchases group 
annuities, however, there is no way in 
which he may change provisions with- 
out the consent of the life insurance 
company. If the management of the 
life insurance company or its invest- 
ment policy should change, the em- 
ployer cannot withdraw the credits for 
his employees and place them else- 
where; however, under a trust fund, 
the whole of the assets in the trust may 
be transferred to another trustee or to 
an insurance company. 


OUTLAY AND COST 
Based upon the actuarial procedures 
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for group annuities and using the as- 
sumptions ordinarily used for a trust 
fund by actuaries, the contributions 
from the employer for a non-contribu- 
tory plan will be determined to be from 
15 to 20 per cent less than would be 
required as premiums for group an- 
nuities. This difference increases to 
from 25 to 35 per cent if the plan, re- 
quires employee contributions because, 
with a fixed contribution from em- 
ployees, all the difference is reflected 
in the employer’s cost. These differ- 
ences are traceable, first, to the life in- 
surance companies’ 8 per cent “load” 
charge. Second, life insurance com- 
panies take a most conservative view 
of the longevity of individuals in con- 
nection with annuities. For example, 
they assume that on the average all 
men aged 65 will live for at least 14.4 
years. While this may be true in indi- 
vidual cases, experienced independent 
actuaries state that studies of actual 
experience under many different retire- 
ment plans indicate that an average life 
expectation from age 65 of about 13 
years would be a sufficiently conserva- 
tive measure to use. 

In addition to these two factors, 
many other items may affect the cost 
and net outlay—such as the 4 per cent 
surrender charge when employees leave 
prior to retirement. This percentage is 
higher in relation to employer contri- 
butions if employee contributions are 
involved and becomes 100 per cent of 
the employer’s contribution if the life 
insurance company determines that the 
employee is not in good health. While 
‘the full difference of 15 or 20 per cent 
mentioned above may not continue 
over a period of, say, 30 to 40 years, 
any reduction in that difference is 
under the control of the insurance 
company ; and, in the case of a mutual 
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company the return of any part of that 
difference would take the form of a 
“dividend,” though for the past 25 
years group annuity dividends have 
been practically negligible. On _ the 
other hand, any surplus funds in a trust 
are available for plan purposes without 
the consent of any third party, as for 
example if investment interest returns 
on the trust fund exceed the interest 
rate assumed, the entire amount of 
earnings is available. 


TRUE FUNDING OPERATION 


In addition to flexibility and cost ad- 
vantages, another point in favor of a 
trust fund is that the true funding op- 
eration for a simple pension plan is not 
a matter of insurance, which involves 
protection against what in insurance 
parlance is called a “catastrophe haz- 
ard”—such as accident, fire, or early 
death; but it is the accumulation of 
funds at interest, and this is, of course, 
a matter of investment, which is the 
primary business of a trustee. 

As to the investment advantages of 
the two types of funding, the primary 
question is whether a trustee can invest 
funds as well as a life insurance com- 
pany. Both insurance companies and 
trustees are in the same markets, and 
therefore the gross rate of return on 
investments in a trust fund should be 
as good as the gross rate of return ob- 
tained by the insurance companies if 
the trustee is permitted to buy similar 
securities. 


GUARANTEES 


It is said that insurance companies 
“guarantee” that annuities will be paid. 
It is true that there is a simple, un- 
guaranteed contractual obligation to 
pay the annuities for which the pre- 
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mium has been paid, and ordinarily the 
life insurance company does agree that 
the schedule of premium rates will not 
be changed for the first five years of 
the operation of the plan. Five years 
in the lifetime of a pension plan ig ap 
exceedingly short time, and under cyr. 
rent contracts the premium rates for 
old and new members may be changed 
after the five-year period. If a life in. 
surance company should hae losses 
under a group annuity contract and 
exercise its right to change the premi- 
um schedule, the employer could, of 
course, terminate the arrangement and 
the “guarantee” would operate. Termi- 
nation, however, has this disadvantage: 
Under most pension plans, the em- 
ployee is not entitled to the benefit of 
all the money contributed by the em- 
ployer unless he continues in the ser- 
vice of the employer to retirement, or 
unless he has remained with the em- 
ployer a long time. Further, there is 
a provision under group annuities 
that, upon termination, all benefits ac- 
crued from premiums paid to the in- 
surance company and credited to the 
employees become irrevocable regard- 
less of the- other provisions of the 
plan. Thus the employer would lose 
the right to have applied for the 
benefit of his remaining employees the 
credits that would normally be avail- 
able from employees who leave his 
service in good health before becom- 
ing eligible for retirement benefits— 
and the amount involved in some cases 
may be important. 

From an address before the Control- 
lers Institute of America by Esmond B. 
Gardner, Vice President, The Chase 
National Bank of the City of New 
York, prepared in conjunction with C. 
Jerome Weber. 
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Staff Budgeting 


By HENRY J. DAVENPORT 
President 
Home Title Guaranty Company 


UDGET preparation by members 

of the staff—a noteworthy contri- 
bution to modern business operating 
methods made by the Home Title 
Guaranty Company of New York—is 
now functioning for the fifth consecu- 
tive year with distinctly successful re- 
sults. What started as an experiment 
in 1943 has become a permanent func- 
tion in our annual operations. The 
plan is quite simple. In January of 
each year a Staff Budget Committee is 
appointed by the president. This year 
it consisted of six officers and six other 
members of the staff, representing the 
five offices of the company. There is 
some rotation from year to year. 

The interest of the staff members in 
the budget-making process has _in- 
creased from year to year and is ac- 
counted for, in part at least, by the fact 
that the officers who attend the Com- 
mittee sessions are careful to furnish 
only the necessary information and to 
give such advice as is sought. They 
leave the decisions to be made by the 
non-officer members, who this year in- 
cluded two title readers, two title 
searchers, a title examiner, and a title 
closer. 

The Committee receives full informa- 
tion on all pertinent items—e.g., 
sources of income, salaries, rents and 
other expenses. After careful study of 
past results and the probabilities for 
the coming year, it fixes goals for gross 
revenue from all sources and deter- 
mines allocations for all expenses. On 
the basis of these figures it arrives at 
the total budgeted profit before tax. 
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Deductions from this total are made 
for additions to surplus reserve, office 
expansion, and taxes, leaving an “esti- 
mated net income after tax—available 
for payment of additional compensa- 
tion and dividends and for additions to 
undivided profits.” 

This net income estimate is a goal 
which all members of the staff know 
must be achieved if their annual com- 
pensation is to exceed the standard 
level and if the year is to be successful 
for their company. Since that goal was 
fixed by their own representatives, the 
staff members realize it is within their 
reasonable capabilities. 

Immediately upon its adoption, the 
budget, signed by the members of the 
Committee and preceded by a brief 
foreword by the president, is distrib- 
uted to all staff members. Thereafter, 
monthly reports are issued to the staff 
detailing the exact results of each 
month’s operations as compared with 
budgeted expectations. 

This participation of staff members 
in a process which is normally con- 
sidered a function of “management” 
stems in part from the fact that the 
organization chart of our company con- 
tains but two major divisions—stock- 
holders and staff. Every individual, 
from president to messenger, being a 
member of the staff, considers himself 
an integral part of the organization and 
becomes imbued with a resultant sense 
of responsibility. The company’s pro- 
gram also is based upon a conviction 
that the interests of both stockholders 
and staff are identical. It is vital for 
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both that stockholders receive a fair 
and steady income return and increase 
in the value of their investment and, 
also for both, that a sound salary struc- 
ture be maintained to produce for the 
staff the best possible living and op- 
portunity for the future. 

Preparation of the budget is not an 
easy matter, particularly in a business 
whose volume and profits are subject 
to marked fluctuations with the ups and 
downs of real estate activity. The fol- 
lowing is a quotation from the presi- 
dent’s foreword to the 1947 budget 
report: 

The results in the past few years have 
been based upon a rising volume of busi- 
ness. This year, the results may have to 
be obtained against an equal or possibly 
a falling volume of work. With our more 
experienced staff, and especially the in- 
creasing efficiency of those who have come 


with us in the past year or two, a con- 
tinuance of this good trend is possible. . . . 





The increasing efficiency of our title staff 
together with Home Title’s widely recog- 
nized team spirit and staff unity, can and 
will increase Home Title’s volume of 
business and profits, even though real 
estate activity does not increase. As yoy 
know, we have been making a very serious 
and continuous effort to bring all the facts 
of our operations before you. We now 
all know that the company’s success is the 
working goal of all of us and that each 
of us has his own definite stake in the 
success of the company. 


Through this process of staff budget- 
ing, combined with other company 
practices which involve the sharing of 
problems and responsibilities among all 
staff members, every employee inevi- 
tably gains an understanding of, and 
keen interest in, the company’s opera- 
tions from a “management” viewpoint, 
Employees know that their own wel- 
fare hinges upon the company’s suc- 
cess, and they know what they can do 
individually to contribute to that goal. 


What Is the Trend in Prices? 


Mill & Factory survey among all types and sizes of manufacturing companies, 

to learn what has happened to prices of manufactured goods since ceilings 
were removed last November and what the prospect is, shows: 

1. Higher prices are reported by 61 per cent of the respondents, while 39 per 


cent report their prices remained the same. 


Percentage price increases 


indicated by those stating that their prices are higher follow: 
1 to 21 per cent higher—48 per cent. 
21 to 56 per cent higher—12.5 per cent. 
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56 to 100 per cent higher—0.5 per cent. 

By the summer of 1947, 15 per cent of the respondents expect their prices 
to be lower; 13 per cent expect them to be higher; and 72 per cent expect 
prices to remain the same. 
Fifty-one per cent of the respondents feel that within the next two years 
they can sell their products at materially lower prices, because of increased 
productivity, improved labor efficiency, and technological advances. 
Only two per cent of the respondents feel their products are now priced 
ve: 44 per cent feel they are too high; 54 per cent feel they are about 
right. z 
Business is in for a sharp but short-lived recession during 1947, 48 per cent 
of the respondents predict. 

—Mill & Factory 3/47 





e “TWO-WAY STRETCH” clause in the labor contract of Gimbel Brothers, 
New York, and the CIO department store union provides not only that the union 
may reopen the contract if the cost of living rises but that the store may reopen 


it if living costs dip. 


In either case the fluctuation must be at least 15 per cent. 
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Special Aspects of Deferred Compensation Plans 


EFERRED  compensation—key 

man insurance plans have been the 
subject of extended discussion and will 
not be generally reviewed here. Only 
special aspects of this problem will be 
considered. 

At what point of executive income 
does the deferred compensation plan 
show tax advantages over additional 
cash income? If an executive is cur- 
rently earning $12,000 a year, the rate 
of federal income tax upon any in- 
creased compensation is at least 40 per 
cent. Since the corporate tax rate is 
38 per cent, the deferred compensation 
program will offer tax advantages at 
levels of executive compensation in 
excess of $12,000. As tax brackets 
rise, the advantage to both the indi- 
vidual executive and the corporation 
correspondingly increases. 

An essential aspect of these plans is 
the fact that, though the corporation 
currently gets no tax deduction for 
premiums paid, it will be in a position 
to collect the proceeds of the policy at 
its maturity or at the death of the 
employee, pay it to the employee or 
his family, and obtain a deduction 
without any expenditure of cash sur- 
plus. 

If the corporation purchases an 
endowment-type policy and it matures 
and is payable in cash, the excess of 
this amount over net premiums paid 
will become taxable income to the cor- 
poration in the year of maturity. 

A frequently overlooked fact is that, 
if the corporation elects an annuity 
payable to it for the life of the insured, 
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then an amount equal to 3 per cent of 
the net cost of the policy will be tax- 
able income to it. On the other hand 
under the Thornley case, 2 TC 220, if 
the corporation elects to receive prin- 
cipal and interest in the form of annual 
installments payable for a fixed number 
of years, such as 10, 20, or 30, sub- 
stantially the same result may be 
established but no tax will be payable 
on the interest element until the annual 
installments equal the cost of the con- 
tract. (The Commissioner has not 
acquiesced in this decision. ) 

Usually the corporation is the pri- 
mary and sole beneficiary. This makes 
it impossible for the individual members 
of the family of the insured to receive 
the benefit of settlement options in 
the form of a guaranteed interest rate 
which may be more favorable than 
currently available in the market, and 
this also eliminates the tax advantages 
of the exemption of the interest ele- 
ment in the annuities under TD 5515. 
Analysts in this field have unduly 
neglected the possibility of naming the 
corporation as primary beneficiary and 
the family members as secondary bene- 
ficiaries with the possibility of the cor- 
poration’s stepping aside. The tax 
opportunities and dangers in this situa- 
tion are so complex that an application 
of this more novel approach must be 
left to the individual situation. 

The employee’s rights upon death 
or retirement may be set up in con- 
tractual form, or the matter may be 
left to the discretion and honor of the 
board of directors. Each procedure 
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has certain definite advantages and 
disadvantages. 


ADVANTAGES OF A CONTRACT 


1. The most obvious advantage is 
that the employee has the protection of 
a binding agreement and is not de- 
pendent upon the discretion or honor 
of the board of directors. 

2. One of the primary arguments 
in favor of these plans is that they im- 
prove the position of the corporation 
under Section 102 of the Internal Rev- 
enue Code dealing with unreasonable 
accumulations of surplus. If funds are 
set aside in the form of premiums or 
otherwise to meet such an obligation, 
then the corporation is in a_ better 
position than if the reserves are set up 
merely as a matter of corporate policy 
or moral obligation without legal com- 
mitment. With a contract, a limited 
premium contract may be employed. 
Without a legal obligation, the cor- 
poration’s position is much safer if a 
contract of ordinary life insurance is 
used, or one paid up at age 60 or 65. 


DISADVANTAGES OF A CONTRACT 


1. The Treasury may endeavor to 
tax the premium to the employee as 
taxable income. The fact that the 
deferred compensation contract does 
not refer to insurance is a protective 
feature. Furthermore, the fact that the 
employee may forfeit his rights if dis- 
charged for cause (or some other con- 
ditional event) is a further protective 
factor. However, the Treasury may 
argue that there is such a coincidence 





between the employment contract and 
the acquisition of the policy and such 
a small likelihood that the forfeiture 
condition will occur that the premiums 
are taxable income to the employee, 
However weak the argument of the 
Treasury may be, the position of the 
taxpayer is safer without a contract, 
If a contract is used, more care should 
be taken in drawing up the contract 
than is usually employed. Most con- 
tracts now being employed open wp 
lines of argument for the Treasury 
which are unnecessarily dangerous, 

2. If under the contract certain 
death benefits become irrevocably pay- 
able upon the death of the employee be- 
fore or after retirement, then the com- 
muted value of such benefits are tax- 
able as part of the employee’s estate. 
Such is not the case if payments are 
made as a matter of corporate discre- 
tion. 

3. Salary continuance under one of 
these plans creates taxable income for 
the family if payment is made as a 
matter of contract obligation. If salary 
is continued for a limited period of 
time as a matter of corporate discre- 
tion without a contract, then no income 
tax is payable by the recipients 
although the corporation still obtains a 
tax deduction (IT 3329). 

It is thus apparent that the question 
of a contract or no contract is a most 
delicate one, the answer to which 
depends upon the particular facts of the 
case. 

By Gustave Simons. The Eastern 
Underwriter, April 11, 1947, p. 18:1. 





e HIGH BLOOD PRESSURE and hardening of the arteries eventually kill half 
of all business men, lawyers, doctors, and newsmen, according to the Ch‘cago Heart 
Association. The Association’s advice: Don’t overwork or take work home; go on 
regular vacations; give up smoking; sip a cocktail before meals. 
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The Human Factor in Fire Losses 


F THE nation’s annual fire loss of 

560 million dollars is to be reduced 
effectively, two things are essential: 
(1) The significance of that fire loss 
must be brought home to the American 
public in terms that will hit its pocket- 
hook and its heart; and (2) the causes 
of human failures to prevent fires must 
be explored so that human engineering 
can be combined with safety en- 
gineering in preventing fires. The 
effort to publicize the meaning of fire 
loss to this nation should not be 
couched so much in dollars and cents, 
not so much in statistics in national 
averages, but in the language of every- 
day living which management, labor, 
and the public can understand—not as 
members of a group but as individuals 
whose personal problems are involved. 

Even officials of fire insurance com- 
panies take new notice of the meaning 
of fire losses explained in such terms 
as the following: 

Last year, enough timber and lum- 
ber was destroyed to build 200,000 five- 
room houses; loss of life through fire 
was equivalent to loss of a full-strength 
Army division; there was greater loss 
of life in the Coconut Grove fire in 
Boston than that suffered by the Amer- 
ican troops in the invasion of North 
Africa ; casualties from fire exceeded by 
8,000 the number of servicemen miss- 
ing after four years of World War II. 

Last year, industry lost almost one- 
quarter as many man-days of work as 
a result of fire as it lost because of 
strikes and industrial disputes—about 
25 million man-days, or enough work 
time to manufacture nearly one million 
automobiles. The whole country and 
even other nations were concerned with 
the strike loss, while the fire loss 
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caused hardly a ripple of attention. 


To the average citizen or industrial 
employee, who knows the national debt 
is 260 billion dollars and that 261,000 
Americans were killed during the war, 
the property loss of 560 million dollars 
and the loss of 10,000 lives last year 
from fire are not very impressive. 
These figures should be translated into 
flesh and blood realities to clothe the 
bare bones of the statistical record. 


Let us tell them that through fire we 
lost enough money last year to pay $45 
a week to every man, woman, and child 
in the state of Wyoming—or guarantee 
the average wage of the whole working 
population of South Bend, Indiana, for 
more than two years. 

Fire protection and prevention has 
passed through the mechanical phase, 
where emphasis was on construction 
and structural safeguards against fire, 
and through the educational phase, 
where emphasis was on safety cam- 
paigns, meetings, and contests. It is 
now entering a period centering on the 
hazard arising from individual tem- 
perament which makes people likely to 
cause fires: the human hazard. 

Statistics show that 80 per cent of all 
accidents including fires involved some 
fault of human behavior, but little con- 
sideration has been given as yet to find- 
ing why persons do unsafe things. 
According to a recent check, only a 
handful of business firms are studying 
the human aspects of fire prevention 
today. 

The safety engineer is concerned 
with preventing spontaneous combus- 
tion from the accumulation of greasy 
rags in confined places, but he rarely 
thinks of accidents as stemming from 
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human causes other than ignorance of 
safety rules. Yet numerous fires in 
industrial plants have been caused by 
carelessness which could be traced to 
emotional disturbances and lack of ad- 
justment to environment on the part of 
the individuals responsible. Worry 
over ill health in the family, debts, 
marital unhappiness, and similar situa- 
tions, none of which could be treated 
by posters, safety meetings, or safety 
engineering, were at fault. 

Each fire results from a combination 
of physical hazards and human errors, 
which can be eliminated only by using 
every available means of determining 
and controlling work habits and prac- 
tices as well as the individual, social, 
psychological, and economic causes 
that underlie them. 

Serious losses such as that which 
occurred at Texas City are but a small 
fraction of the day-to-day losses in 
every community which are of real im- 
portance. Though the average execu- 
tive tends to be unconcerned with small 
fire losses because he believes he is 
adequately covered by insurance, the 
indirect loss through fire is of surpris- 
ing proportions. A company may be 
covered by fire insurance, but it will 
suffer from the loss of customers who 
cannot be supplied during the period 
of repair, from the reduction of skill 
and quality caused by production stop- 
pages, from the loss of sources of sup- 
plies and materials which seek new 





customers, and in a hundred other ways 
as ravaging as the flames. 

In one manufacturing plant, the 
direct cost of a fire approximated only 
$46.50 (covering medical care and one 
week’s wages to an injured employee), 
but the indirect cost—including the 
time lost by employees who stopped 
work in the general excitement, the 
cost of hiring a substitute employee, 
and the value of work and material 
unproduced because of the time lost— 
amounted to $372.* 

Fire prevention does not rest on in- 
volved theory or on only special tech- 
nical skill. It depends rather on 
safety-mindedness by management and 
men. The properly applied knowledge 
and resourcefulness possessed by every 
industrial association is adequate to 
bring its fire prevention performance 
into accord with the best practice and 
keep it there. 

Before the full value of any fire pre- 
vention program can be realized there 
must be an aroused interest on the part 
of those who are going to participate 
and particularly those who are going to 
be affected. This means we are going 
to have to show to the individual con- 
cerned what it means to him. 

From an address by Alvin E. Dodd 
before the Annual Meeting of the Na- 
tional Fire Protection Association, 
Chicago. 





* Cited by H. W. Heinrich in Industrial Accident 
Prevention, McGraw-Hill Book Company, Inc., 
New York, 1941. 





© THE RECENT Texas City explosion ranks among the greatest insurance losses in 
history. Insured property damage losses ran over $50 million, and life insurance payments 
are conservatively estimated at $4 million. The huge Monsanto Chemical Co. plant loss 
alone will require insurers to pay $17 million for physical damage and probably $7 million 


for interruption of business. 


Virtually all the fire and marine underwriters in the country were involved in the 


disaster because of direct or reinsurance commitments. 


Thus the terrific losses occasioned 


probably will not put too great a strain upon any one company. 
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MANAGEMENT HANDBOOK FOR COLLECTIVE 
BarGAINING. By O. S. Hoebreckx. Com- 
merce Clearing House, Inc., Chicago, 
1947. 208 pages. $2.00. 


Reviewed by Robert T. Mann* 


In his preface to this book, the author 
sets forth the rather broad contention that 
a union generally cannot “thrive unless it 
can continue to obtain concessions from 
management and increase its activity, 
power, and prestige with respect to plant 
operations. Moreover, the long-range ob- 
jective of some union leaders is the de- 
struction of the capitalistic system.” The 
prejudices this viewpoint may incur will 
perhaps be tempered somewhat by Mr. 
Hoebreckx’ frank statements that the book 
“probably will be labeled as reactionary 
and anti-union by those elements primarily 
concerned with union interests. Such 
epithets must be expected by anyone who 
undertakes to oppose any union program.” 
However, the limited scope of the text and 
the author’s tendency merely to point out 
problems rather than offer solutions, thus 
avoiding really controversial issues, would 
seem to make his defensive position un- 
necessary. 

Appended to the book is a “Contract 
Clause Check List” which should prove use- 
ful to the relative newcomer in the labor 
relations field. To those more familiar 
with the basic concepts involved in labor- 
management negotiations, the entire hand- 
book will serve as little more than an ex- 
panded check list of contract provisions. 
As such .it does possess definite value, for 
certainly most management representatives 
need every tool available. But those hop- 
ing to find tangible, precise methods 
whereby one can get some of these clauses 
into a contract will be disappointed. 

Less than 20 of the 200-odd pages in the 
book are devoted to “Collective Bargaining 
Techniques.” This is unfortunate, particu- 
larly in the light of the author’s claim that 
he is concerned with “the problems inci- 
dent to negotiating the collective bargain- 
ing agreement.” In the discussion of 
“Seniority,” for instance, the value of con- 
sidering such factors as skill, efficiency, 
etc, along with the length-of-service ele- 





* Personnel Supervisor, Chase and Sanborn Divi- 


sion, Standard Brands, Inc. 
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ment in drafting clauses is unquestionable. 
The big problem, however, lies in convinc- 
ing the union of this. What is the tech- 
nique involved in selling this bill of goods? 
What is done when one meets with a flat 
refusal to alter the union’s original pro- 
posal? Mr. Hoebreckx’ suggestions, under 
the headings “Be Calm,” “Do Not Be 
Provoked,” are not too helpful at such 
times. 

The second half of the text, given over 
largely to specific contract clauses, has 
more practical value than the first four 
chapters, which cover such rather general 


topics as “The Collective Bargaining 
Agreement from a Community Point of 
View,” “Management Attitudes,” and 


“Selection of Management Negotiating 
Team” (and here many will take issue with 
the stand that an outside lawyer is always 
the best management representative). Be- 
fore presenting his sample contract provi- 
sions, the author properly points out that 
their prime value frequently will be found 
in the principles illustrated rather than in 
a literal application of the exact wording 
to purely local situations. 

Though the book falls short of being 
what one expects from the title word 
“handbook,” it is recommended as a refer- 
ence source of sample contract clauses. 





THE GUARANTEE OF WorK AND WAGES. 


By Joseph L. Snider. Division of Research, 
Graduate School of Business Administra- 
tion, Harvard University, Boston, 1947. 


191 pages. $2.75. 
Reviewed by Max Millikan* 


The literature on the timely subject of this 


volume is 
voluminous. 


becoming rather frighteningly 
The busy reader who wants to 


be taken on a quick tour of the essentials 
is confronted with a growing number of 


guides clamoring for his notice. 


To men- 


tion but a few, there are recent studies by 
the National Industrial Conference Board, 
the American Management Association, the 


special research group appointed by 
dent Roosevelt under 


Presi- 
the direction of 


Murray W. Latimer, and a study in prepara- 


tion by the Brookings Institution. 





* Yale University. 
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The basic facts as to what the various 
kinds of guaranteed wage plans are and 
how they have operated in particular com- 
panies are about equally well covered in all 
these volumes. Mr. Snider discusses three 
plans in considerable detail: the Procter & 
Gamble plan, the Hormel plan, and the 
Nunn-Bush plan, to each of which he de- 
votes a chapter. A fourth chapter discusses 
three other plans rather briefly. A reader 
without previous knowledge of programs of 
this type will find the exposition in this 50- 
page section full and clear. For those desir- 
ing a more concise analytic summary, the 
AMA study by Ernest Dale* will perhaps 
prove more useful. 

Roughly, the second (and best) 50 pages 
of Mr. Snider’s book are devoted to a dis- 
cussion of the pros and cons of annual wage 
plans from the viewpoints of management 
and labor. Chapters V and VI consider why 
some plans have been discontinued and sum- 
marize what may be learned from recent 
experience, and Chapters VII and VIII offer 
avuncular advice to management and labor 
respectively as to how to decide whether a 
plan should be tried and, if so, what kind. 
Chapter IX covers, in 20 pages of rather 
miscellaneous comment, some of the advan- 
tages of, reasons for, and methods of stabil- 
izing business operations. Finally, Part III, 
comprising four chapters totaling 40 pages, 
discusses the broader problem of “Long- 
Range Objectives and Long-Range Measures 
for Employment Security.” A very good 
concluding chapter summarizes the argu- 
ment of the book. 

This is a study for the pratical man rather 
than for the economist or specialist. It 
presents no basically new data, nor does it 
attempt to break new analytic ground for 
the student of the problem. If the reader 
seeks a mine of information, he had better 
dig into the extensive veins of the Latimer 
report. Mr. Snider is particularly weak in 
his treatment of the probable effects of guar- 
anteed wage plans and other stabilization 
devices on the stability of the economy. Of 
the studies published thus far which have 
come to this reviewer’s attention, the only 
one which gets anywhere near the roots of 
this broad economic problem is the analysis 
by Professors Hansen and Samuelson, which 
appears as an appendix to the Latimer re- 
port. In the light of that analysis, I am in- 
clined to think that Mr. Snider gives an 
exaggerated impression of what can be ac- 
complished in the battle against the business 
cycle by the widespread adoption of guar- 
antee plans. 

On the practical side, the book should be 


* Annual Wages and Employment Stabilization 
Techniques, Research Report No. 8, American 
Management Association, New York, 1945. 96 
pages (plus supplement). $2.25 (members, $1.50). 
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very helpful to executives (and labor lead. 
ers too, for that matter) in helping them 
understand the nature and advantages, from 
a business viewpoint, of schemes of this 
sort. It would be a particularly good volume 
to put in the hands of persons whose initial 
reaction to guaranteed wage schemes js 
antagonistic. Mr. Snider has devoted ex. 
tensive study to the reasons why such 
schemes have been opposed by both manage- 
ment and labor, and he makes a good case 
for the view that such opposition springs 
largely from misunderstanding of what the 
plans involve, or from knowledge of plans 
that are poorly designed. He obviously 
recognizes the problems of management, and 
his argument is persuasively put in terms 
that should be illuminating to executives, 

The author’s organization of material on 
how to increase the stability of a business 
firm’s output and employment is not perhaps 
as useful as it might be. Those looking 
not for persuasion but rather for a check- 
list of methods will probably find Mr. Dale's 
classification of employment stabilization 
techniques more helpful. But for anyone 
who wants to know why, as a business man, 
he should bother to think about guaranteed 
wage schemes, and, even more, for anyone 
who is convinced that he shouldn’t, Mr. 
Snider’s book can be heartily recommended. 


GETTING ALONG WITH UNIons. By Russell 
L. Greenman and El‘zabeth B. Greenman. 
Harper & Brothers, New York, 1947. 
158 pages. $2.50. 


Reviewed by Robert S. Newhouse* 


The authors of this book have made a 
useful contribution to industrial relations 
literature by condensing a wealth of prac- 
tical experience into 158 pages of readable 
information. All the important aspects of 
the collective bargaining relationship are 
dealt with adequately without lengthy refer- 
ence to National Labor Relations Board de- 
cisions and precedents. This book is a 
straightforward account of union objec- 
tives in organizing and bargaining for em- 
ployees and management techniques in ne- 
gotiating and administering union contracts. 
It also discusses specific provisions of com- 
pany-union agreements. 

The Greenmans have taken a purely rea- 
listic approach to the problem that is con- 
fronting management with increasing seri- 
ousness, They recognize that unionization 
is no longer a “cause,” as it was generally 


* Industrial Relations Counselors, Inc., New York, 
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deemed a few years ago, but is “much 
more. It is a business—a very flourishing 
business indeed. It has plenty to sell to 
members and to prospective members as 
well, and to employers too. Well-managed 
unions annually put millions of dollars into 


the pockets of their members by skillful . 


selling tactics.” Consequently, this book 
suggests to managements that they treat 
collective bargaining on a business basis. 
This calls for firmness and fairness at the 
bargaining table and in the administration 
of the union contract. It also means study- 
ing the particular union to be dealt with and 
understanding its policies and personalities. 
Moreover, business-like dealing with unions 
means establishing adequate safeguards for 
management or, perhaps more literally, 
company interests. Attention is given in the 
book to all these factors. 


No effort is made to conceal the fact 
that the authors are trying to help manage- 
ment in its job of dealing with unions; the 
book’s title indicates clearly that this is 
their intention. But they do not engage in 
union-baiting, nor do they suggest means 
of defeating or eliminating a union that 
seeks to establish or has acquired collective 
bargaining rights. Similarly, they do not 
propose making “pals” of the union rep- 
resentatives. The treatment of the con- 
troversial points involved in_ collective 
bargaining is fair and impartial, and for 
this reason the book should meet its own 
objective of helping to “pave the way for 
greater management capability in getting 
along with unions.” Neither union nor 
management readers can take serious ex- 
ception to this presentation of the industrial 
relations problem, and both could benefit 
by the Greenmans’ objective and friendly 
discussions. 

The authors have not only avoided 
taking sides on the basic philosophy of 
management-union relationships but have 
made no specific recommendations in re- 
spect to the various provisions essential 
to any collective bargaining agreement. 
Alternatives are presented, and the pros 
and cons of such highly controversial 
questions as union security are outlined. 
No effort is made to sell the reader a solu- 
tion to these problems. For example, the 
discussion of “union security from the 
company’s standpoint” simply points out 
that this union demand is “something to be 
bargained for” and suggests that manage- 
‘ment give consideration to such practical 
factors as commercial advantage, effect on 
labor supply, employee attitude and prob- 
able reaction, and company security from 
strikes. This may seem unusual coming 
from personnel people, most of whose pro- 
fessional associates view the question from 
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the standpoint of principle. It is interest- 
ing to note, however, that the authors, 
while observing their own principle of strict 
neutrality, allow for a management which 
“objects to the more stringent forms of 
union security” by pointing to the use of 
a simple checkoff clause. 

The tone and style of Getting Along with 
Unions should make it a suitable text for 
the student of industrial relations, but it 
will have its greatest value as a reference 
for management executives, supervisors, 
and personnel specialists, particularly those 
who are new to the collective bargaining 
relationship or who are about to embark 
upon their first union contract negotiations. 


FuLL Propuction WitTHOUT War. By 
Harold Loeb. Princeton University Press, 
Princeton, N. J., 1946. 284 pages. $3.50. 


Reviewed by Elmer C. Bratt* 


With a subsidy from the Civilian Works 
Administration, Harold Loeb wrote the 
Chart of Plenty and National Survey of 
Potential Product Capacity in 1935, in which 
he concluded that half again as many goods 
and services could have been produced in 
1929. In Full Production. Without War, 
Loeb points out that increasing efficiency in 
our economy must be offset by (1) lower 
prices, (2) a reduced scale of production 
and employment, (3) higher wages, or (4) 
demand created by the distribution of new 
money. Lowered prices is not satisfactory 
as a single adjustment because competition 
is monopolistic. Higher wages is not satis- 
factory by itself partly because price would 
no longer play its proper function and partly 
because it is impracticable. The artificial 
creation of new money is feasible as an 
offset, but it is subject to political abuse— 
as fascist governments have demonstrated. 

The solution, as Loeb sees it, is already 
in operation in America, but not effectively 
because of failure to coordinate the program. 
The program he advocates involves the 
correlation of (1) public works, (2) varia- 
tion in the rate of business taxes, and (3) 
raising the minimum wage rate. Loeb be- 
lieves that the problem is the business cycle 
rather than secular stagnation, so he pro- 
poses these measures as compensatory, with 
pressures applied as needed at different 
phases of the cycle. He does not advocate 
a predetermined quantitative goal, but rather 
proposes to obtain capacity production by 
manipulating the three adjustments by an 





* Lehigh University. 
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empirical trial-and-error method. When 
approximate capacity is achieved, Loeb does 
not advocate the freezing of prices, wages, 
or profits; on the contrary, he sees definite 
advantage in keeping the system flexible. 
He thus thinks a minor cyclical variation is 
a good thing. While this program repre- 
sents a major improvement compared to the 
position held in 1935, the reviewer doubts 
the necessity of constant variation of public 
works and the level of business taxes if the 
goal is to improve stability rather than to 
climinate all variation.* 

Full Production Without War contains 
many useful ideas, but few business men 
will want to, read it through. It is better 
employed as a reference, and many of the 
minor sections stand by themselves if one 


* This position is developed in the third edition of 
the reviewer’s Business Cycles and Forecasting, 
to be published by Richard D. Irwin, Inc., in 
September of this year. 





wishes to look up particular points, Though 
the positions taken are liberal, they are not 
representative of the Keynesian school, and 
the book does not provide a satisfactory con. 
trast with the Keynesian position, Perhaps 
the outstanding difficulty revolves around the 
author’s failure to distinguish satisfactorily 
between demand curves and variation along 
a demand curve. Loeb is trying to integrate 
the procedures of monopolistic competition 
into analysis of the total economy, but— 
regardless of the type of competition— 
characteristic variations in the business cycle 
cannot be explained effectively unless it js 
recognized that throughout the cycle demand 
shifts in the sense of moving from one de- 
mand curve to another (not merely to a 
demand curve with a changed slope but, most 
importantly, to one displaced far to the right 
in prosperity and to one displaced far to the 
left in depression). 





ADVERTISING FOR PROFIT: 
Small Business. By William L. Doremus. 


A Guide for 
Pitman Publishing Corporation, New 
York, 1947. 130 pages. $2.00. 


Lasor Fact Book 8. Prepared by Labor 
Research Association. International Pub- 
200.” New York, 1947. 208 pages. 

00. 


THe ALUMINUM CaRTEL. By Louis Marlio. 
The Brookings Institution, Washington 
6, D. C., 1947. 130 pages. $1.50. 


Some Aspects oF Layout AND FACTORY 
Desicn. By H. M. Longbottom. The 
Institute of Industrial Management 
Australia, Inc., Adelaide, Australia, 1946. 
12 pages. 


SoME OBSERVATIONS ON NATURAL VENTILA- 
TION, AIR MovEMENT, AND Factory DE- 
sIcGn. By N. H. Shaw, R. W. Prunster, 
and G. Blackburn. Technical Report No. 
3, Industrial Welfare Division, Depart- 
ment of Labour and National Service, 
Commonwealth of Australia, 1946. 36 
pages. 


INDUSTRIAL Dermatitis. Leaflet No. 14, 
Industrial Welfare Division, Department 
of Labour and National Service, Com- 
monwealth of Australia, 1946. 21 pages. 
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Lapor Force DEFINITION AND MEASURE- 
MENT. Bulletin 56, Social Science Re- 
search Council, 230 Park Ave. New 
York 17, N. Y., 1947. 134 pages. $1.00. 


A PROGRAM FOR AMERICAN OPPORTUNITY 
THROUGH ADVERTISING. Domestic Dis- 
tribution Department, Chamber of Com- 
merce of the United States, Washington 
6, D. C., 1947. 36 pages. 


WarTIME Suipyarp: A Study of Social 
Disunity. By Katherine Archibald. Uni- 
versity of California Press, Berkeley and 
Los Angeles, 1947. 237 pages. $3.75. 


OPERATING RESULTS OF DEPARTMENT AND 
SPECIALTY StorEs IN 1945. By Milton P. 
Brown. Bulletin No. 124, Bureau of 
Business Research, Division of Research, 
Graduate School of Business Administra- 
tion, Harvard University, Soldiers Field, 
Boston 63, Mass., 1946. 53 pages. 


PROCEEDINGS OF THE SECOND ANNUAL CON- 
FERENCE OF SALES MANAGERS OF OHIO 
InpusTRIES—October 24, 1945. College 
of Commerce Conference Series No. 

-35. Available from Bureau of Bust 
ness Research, College of Commerce ami 
Administration, The Ohio State Unt 
versity, Columbus 10, Ohio, 1946. 9% 
pages. 
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Expenses AND Prorirs oF LimitTep PRICE 
Variety Stores 1N 1945: Chains and 
Independents. By Elizabeth A. Burnham. 
Bulletin No. 125, Bureau of Business 
Research, Division of Research, Grad- 
uate School of Business Administration, 
Harvard University, Soldiers Field, 
Boston 63, Mass., 1946. 42 pages. $1.50. 


Om ror Vicrory: The Story of Petroleum 
in War and Peace. By the Editors of 
Look. McGraw-Hill Book Company, Inc., 
New York, 1946. 287 pages. $3.50. 


INFORMATION SOURCES FOR SMALL Busi- 
nesses. By James C. Yocum. Ohio 
Small Business Handbook Number B-3, 
Bureau of Business Research, College of 
Commerce and Administration, The Ohio 
State University, Columbus, Ohio, 1946. 
59 pages. 25 cents. 


How to Run Better SALEs Contests. By 
Zenn Kaufman. Harper & Brothers, 
New York, 1946. Revised edition. 228 
pages. $3.50. 


CONTROLLERSHIP PROBLEMS IN DtSTRIBUTION 
(25 pages); CONTROLLERS’ REPORTS TO 
Tor MANAGEMENT (20 pages); THE 
CONTROLLER’S INTEREST IN PuBLic RELA- 
TIONS (43 pages) ; FiscAL AND EcoNoMIC 
PROBLEMS AND Po.iciEs (30 pages) ; THE 
SEARCH FoR SocrAL Securtry (50 pages). 
Papers, addresses, and discussions heard 
at 15th Annual Meeting of the Controllers 
Institute of America, September 15-18, 
1946. Controllers Institute of America, 
1 East 42nd St.. New York 17, N. Y., 
1946. 50 cents each per copy. 


SMALL ScALE Retarinc. By N. H. Comish. 
Binfords & Mort, Portland, Oregon, 1946. 
397 pages. $4.00. 


DirEcTORY OF RESEARCH AND DEVELOPMENT 
FACILITIES AT EDUCATIONAL INSTITUTIONS 
IN New York State. New York State 
Department of Commerce, 112 State St., 
Albany 7, N. Y., 1946. 79 pages. 


MANAGEMENT’S RESPONSIBILITY FoR DIscI- 
PLINE. By H. W. Anderson, Industrial 
Relations Section, California Institute of 
Technology, Pasadena 4, Calif., 1947. 7 
pages. Gratis. 


ADAPTATION OF OFFICE PRACTICES TO PEACE- 
TIME Propuction. By Ernest M._ Ikirt 
et al. The Economic and Business Foun- 
dation, Inc. New Wilmington, Penna., 
1946. 244 pages. 75 cents. 


Pustic ReLations: On the Plant and Com- 
munity level. Kenosha Manufacturer’s 
Association, Kenosha, Wisconsin, 1947. 
35 pages. 
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SEcRETS OF CLOSING SALEs. 
Roth. Prentice-Hall, Inc., New York, 
1947. Second edition (revised). 221 
pages. $3.50. 


BusINEsS FINANCE AND BANKING. By Neil 
H. Jacoby and Raymond J. Saulnier. Na- 
tional Bureau of Economic Research, Inc., 
1819 Broadway, New York 23, N. Y., 
March, 1947. 241 pages. $3.50. 


By Charles B. 


New York UNIveErsIty FirrH ANNUAL IN- 
STITUTE ON FEDERAL TAXATION. Matthew 
Bender & Co., Inc., Albany, 1947. 991 
pages. $20.00. 


AMERICAN PLANNING: Past—Present—Fu- 
ture. By Cleveland Rodgers. Harper & 
oo New York, 1947. 290 pages. 


ESTABLISHING AND OPERATING AN AIR Con- 
DITIONING AND REFRIGERATION BUSINESS. 
By V. C. Kylbert et al. Industrial (Small 
Business) Series No. 59, Office of Do- 
mestic Commerce, U. S. Department of 
Commerce. For sale by the Super- 
intendent of Documents, U. S. Govern- 
ment Printing Office, Washington 25, 
D. C. 84 pages. 20 cents. 


How To CREATE AND SELECT WINNING 
ADVERTISEMENTS. By Richard Manville. 
Harper & Brothers, New York, 1947. 70 
pages. $1.50. 


How To SupervisE PEopLE rn INDUSTRY. 
By Eliot D. Chapple and Edmond F. 
Wright. National Foremen’s Institute, 
$250 Deep River, Conn., 1946. 123 pages. 


THE TWELVE RULES FOR STRAIGHT THINK- 
ING: Applied to Business and Personal 
Problems. By William J. Reilly. Harper 
aa New York, 1947. 131 pages. 


SHouLp Lasor Have A Drrect SHARE IN 
MANAGEMENT? Some Facts on Union- 
Management Cooperation on Production. 
CIO Department of Education & Re- 
search, 718 Jackson Place, N. W., 
Washington 6, D. C., 1946. 31 pages. 


Want A Jop?—or A Better Jos? By 
Ingram See. The Ronald Press Co., 
New York, 1947. 118 pages. $2.00. 


SELECTION AND PLACEMENT oF New Em- 
PLOYEES. Bulletin No. 9, Industrial 
Welfare Division, Department of Labour 
and National Service, Nicholas Building, 
37 Swanston St., Melbourne, Australia, 
1946. 38 pages. 
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THE ELEMENTS OF MARKETING. By Paul 
Converse and Harvey W. Huegy. 


MarkKe~ ARCH AS A SALES Toor 4 
Dart x. Corporation, Chicago, 19 


Prentice-Hall, Inc., New York, 1947. 
Third revised edition. 795 pages. $6.35. 


PROCEEDINGS OF THE 10TH ANNUAL Na- 
TIONAL TIME AND Motion Stupy CLINIC. 
The Industrial Management Society, 176 
W. Adams St., Chicago, IIll., 1947. 151 
pages. 


pages. 


Joss AND SMALL Businesses. By Edw 

' Kotite. World Book Company, Yonk 
on-Hudson, N. Y., 1947. 128 
$1.00. 


RETRAINING Our Buyers IN RETAIL oR 
A Consensus of Merchandising Exp 
ence. By E. H. Scull e¢ al. M 
dising Division, National Retail ~ 
Goods Association, New York, 1947,| 
pages. $2.50 ($1.00 to NRDGA 
bers). a 


How SHOouLp CorporaTIONS BE TAxEpe 
Symposium Conducted by the Tax Ip 
tute. By Roy G. Blakey et al. Tax] 
stitute, Inc., New York, 1947. 251 page 
$4.00. * 
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RatsE Your S1cHtTs: A Guide to the Higher 
Income Brackets. By Martin Panzer. 
Prentice-Hali, Inc., New York, 1947. 
248 pages. $3.00. 


CoMMUNISTs WITHIN THE Lapor MoOoveE- 
MENT: The Facts and Counter-Measures. 
Economic Research Dept., U. S. Chamber 
of Commerce, Washington 6, D. C., 1947. 
54 pages. 50 cents. 


Safety Program Proves Its Worth 


REALISTIC safety program at American Viscose has reduced the accident 

frequency rate from 7.3 to 4.0 in less than four years. 

For administrative purposes, safety engineering is considered part of the indus- ~ 
trial relations department. Each manufacturing unit or plant has its own plant 
safety council. This group holds monthly meetings and reports regularly to the 
plant manager. The corporation safety engineer maintains liaison with the council 
through a safety supervisor in each plant. To carry out the corporation concept of 
safety as a part of the industrial relations department, the safety supervisor is a 
member of the personnel department. From a functional point of view, however, 
his primary task consists of coordinating the planning and the activities of the 
corporation safety engineer, plant safety council, and departmental safety committees, 

Much of the work of creating safe thinking, safe conditions, and safe prac- 
tices is carried on by these safety committees. There is a safety committee meet- 
ing regularly in each department, usually with a foreman or department head 
acting as chairman. Members of the committee usually hold office for about six 
months, thus giving everyone a chance to serve as a committeeman. In this manner 
general interest in the safety program is stimulated and an influx of new ideas 
assur 

Every issue of the company magazine, Crown Rayon News, has featured the 
competitive aspect of the program—an extremely important factor in reducing 
accident frequency figures. At the top of each safety page, a bar graph shows the 
plant standings in the interplant safety contest. These are watched closely by 
employees and the effort to raise plant positions on the chart has taken a real hold 
on the imagination of the workers. 

One type of employee competition is based on ability to remember safety plant 
slogans posted conspicuously on bulletin boards. At regular intervals, a group of 
names are drawn from a hat. The employees whose names are thus selected are 
queried by the safety supervisor. If they can remember the safety slogan in ques- 
tion, they are awarded a cash prize on the spot. Any prize money which is not 
awarded goes back into the fund to swell it for future contests. 

—Joun H. KostMayer in Mill & Factory 3/47 
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